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Fiscal Policy Should 
Spur Development 


George Whitney Tells Morgan & 
Co. Shareholders Full Production 
and Wide Distribution Can Prevent | 
Inflation or Deflation. Reports 
Slight Decrease in Net Earnings in 
1945, Due to Special Payment To- 
ward Past Service Pension Cost. 
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Controls—A Bar to Expansion Monetary Manipulation 


By HAROLD G. MOULTON* By THOMAS I. PARKINSON* 
President, Brookings Institution, Washington President, Equitable Life Insurance Co. 


Dr. Moulton Points Out That Reconversion Affects Industries Un- — oe re ae whan of sae, 
“1: . arkinson Points Uu e Vast increase in Currency a 

wn. and a re wee" pra Over — Costs and Deposits to $175 Billions. Lays Cause to Heavy Buying of Bonds 

rices Prevents the App acamen 6 a Permanent Policy for Adjust- by Banks. Holds Bank Deposits Arising From War Borrowing, Un- 
ments. Advocates a Truce During 1946 Between Labor and Man- like Deposits Created by Industrial Loans, Are Not Liquidated and 
agement and Asserts OPA’s Controls Are Ineffective. Holds Price the Currency Reserve Arising Therefrom Persists and Causes a 
Control Is Essentially Profit Control, Since It is Based on Costs Money Plethora, Since the Money Survives Its Initial Use. Urges 
Only, and That Without Price Control, a Rapid Expansion of Pro- That Federal Reserve Cease Being a Tool of the Treasury. Advo- 
duction Could Be a Practical Safeguard Against Price Inflation. 


George Whitney, President of | 
J. P. Morgan & Co., Inc., told 
the bank’s stockholders ‘on Jan. 16 
that although, as the aftermath 
of war, the 
outlook at 
home and 
abroad “ap- 
pears grim,” 
the situation 


cates a Refunding Issue of 3% Bonds, and Abandonment of Low 
| Interest Rate Policy. 

The immediate business outlook is without a parallel in our in- | In this day of book reviewing and fact finding and professional 
dustrial history. Never were the underlying factors which make for | semantics, one has to be careful in dealing with so technical a subject 
great business © *as that which 

activity has been as- 

| stronger than signed to me. 





can be cleared 
up by full 
production 
and wide dis- 
tribution of 
peacetime 
goods and by 
directing the 
fiscal policies 
of the nation 
toward growth 


'|never 


now: but 
were 
| surface condi- 
tions so be- 
clouded and 
confused. As 
| we enter the 


> | post-war pe- 


| riod it is clear 
\ that we pos- 
sess the plant 


Labor Inflation 


By LEO WOLMAN* 
Professor of Economics, Columbia University 


Dr. Wolman, After Referring to the Inflationary Disasters of World 
War I, Points Out That Present Inflationary Tendencies Are Far Greater, 
Because of Heavier Goods Shortages and Pent Up 
Purchasing Power. Holds Labor Unrest and Pre- 
vailing Disputes Are Due Both to Over-All Organi- 


There are: 
limitations to 
the value of 
“looking at 
the books” 
and to the ac- 
curacy of the 
so-called 
“facts.” Look- 
ing at the 
books and 


zation of Workers and to Competition Among Rival 
National Labor Unions. Contends Government, 
Through Its “Double Talk” and Meddling, Adds 
Fuel to Fire and Urges That Industrial Leaders and 
Unions Settle Their Disputes Among Themselves. 
Says Present Strikes Wiil Be Hard to Settle and 
Wants Public Kept Informed of Evils of Inflation. 


Of course you all know just as well as I do 
that at the moment there is a good deal to worry é 
about in this country. How long it will last 1 @ not 
don’t know. It doesn’t look as bright today as it 3 ‘ : 
might have a week ago. There is a good deal of § *An address by Dr. Parkinson 
trouble in the situation and it is the kind of before the 274th General Session 
trouble that doesn’t clear up very easily. I don’t meeting of the National Indus- 
think it does you any good to sit and worry about trial Conference Board, New York 
these things; I think you ought to spend your City, Jan. 17, 1946. 
time trying to think through what is going on and clecity: your minds, (Continued on page 339) 


hunting for 
the facts is 
not a panacea 
for the evils 
of the day. 
The beets are 
not self-re- 
vealing ana T.L. Parkinson 

the facts are not easy to recognize. 
Both have to be observed accu- 
rately and interpreted wisely. Do 
misunderstand me. I agree 


capacity, the 

labor person- 

| nel, the finan- 

Whitney | cial resources. 

1945 closed ,; and the tech- 

and the new year opens,” Mr. Whit-/| nical knowl- 

ney stated, “thankfulness for the | edge and ex- 

sashdianciteas on page 413) | perience re- 

cacdaitilesta __ | quisite for a period of great de- 

velopment. Moreover, the accumu- 

Flo . / |lated shortages of commodities 

Ori a ‘aod the abundant purchasing 

| power available provide the ne- 

Special section devoted to the cessary stimuli for business ex- 

State of Florida, with particular | pansion. And yet as we stand 

reference to the growing impor- | poised between war and peace the 

tance of industry in the State’s 

economy, is included in this is- | 
sue on pages 393 to 412. 


and develop- 
ment, instead 
of repression. 


“As the year George 


Harold G. Moulton 


Prof. Leo Wolman 
Moulton be- 
Retail Dry 
New York 


*An address by Dr. 
fore the National 
Goods Association, 








Gaumont British 


“A” & Ordinary Shares 
Aerovox Corp. * 
Nu-Enamel 


* Prospectus on request 


HirscuH & Co. 


Successors to 
HIRSCH, LILIENTHAL & CO. 


Members New York Stock Exchange 
and other Exchanges 


25 Broad St., New York 4, N. Y. 
HAnever 272-0600 Teletype NY 1-210 
Chicage Cleveland Lenden 
Geneva (Representative ; 





City, Jan. 10, 1946. 
(Continued on page 423) 





cdi Index of Regular 
| page 436. 
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Alaska Airlines 
COMMON STOCK 


Prospectus on request 


R. H. Johnson & Co. 


Established 1927 
INVESTMENT SECURITIES 


64 Wall Street, New York 5 
hag BL gag =e 
Ibany Syracuse 
Pistoburahe Dallas Wilkes Barre 
Baltimore Washington; D. C. 
Springfield _ Woonsocket 








BOND 
BROKERS 


BULL, HOLDEN & C° 


MEMBERS NEW YORK STOCK EXCHANGE 
14 WALL ST.,NEW YORK 5,N.Y. 


TELEPHONE-—RECTOR 2-6300 





That is what I’m interested in, anyhow. 


*An extemporareous address by Dr. Wolman before the New York State 
Society of Certified Public Accountants, New York City, Jan. 21, 1946. 


(Continued on page 430) 








Bond Brokerage 


Service 


for Banks, Brokers 


PROSPECTUS“ON REQUEST onidt Gidiltees 


pam 
Wholesate’D striButors 
HUGH LONG x nt MPANY FEARDY Stock vO. 


Teo Members New York Curb Exchange 
634 SO. SPRING ST. 30 Broad St. New York 4 


46 WALL ST. 
LOS ANGELES 14 Tel. Digby 4-7800 Tele. NY 1-733) 


NEW YORK 5 


























CORPORATE 
FINANCE 


SECONDARY 








MARKETS 


| Kobbé, Gearhart & Co. 


INCORPORATED 
Members N. Y. Security Dealers Ass'n 
45 Nassau Street New York 5 
Tel REctor 2-3600 Teletype N. Y. 1-576 

















Philadelphia Telephone Enterprise 6015 


Acme Aluminum Alloys, Jac. 
Common & Cory. Preferred 


The Firth Carpet Co. 


Common 


Solar Aircraft Company 


90c Conv. Preferred 
Raytheon Manufacturing Co. 
$2.40 Conv. Preferred 
Prospectus on request 


Reynolds & Co. 


Members New York Stock Exchange 
120 Broadway, New York 5, N. ¥. 
Telephone: REctor 2-8600 


CANADIAN 
SECURITIES 


! 














| 
HART SMITH & CO. 
| 


New York Montreal Toron 














Member 
New York Security _— Assn 
52 WILLIAM ST.,N.¥.5 HAnover 2 
Bell Teletype NY 1-395 
to 


Hell Tetetype NY 1-635 





State end 
Municipal 
Bonds 


Bond Department 


THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 











New England 
Public Service Co. 


Analysis upon request 


IRA HAUPT & CO. 


Members New York Stock Exchange 
and other Principal Exchanges . 


111 Broadway 10 Post Office Sq. 
New York 6 Boston 9 
Hancock 3750. 


REctor 2-3100 
Tele. NY 1-1920 
Direct Private Wire te Posten 
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—— Trading Markets in: 


United Drill & Tool A&B 
Standard G & E, Com. 
American Phenolic 
U. S. Sugar 
Lear inc. 


KING & KING 


Established 1920 
Members 
New York Secu 1rity Dealers Ass'n 
Nat'l Ass'n of Sect rrities Dealers. Inc 
40 Exchange PL, W.Y.5 HA 2-2772 











BELL TELETYPE NY 1-423 











(6 7? 
Kearney & Trecker 


Delaware Rayon 


Mayflower Hotel 
Seven-Up of Texas 


—F 


Mitchell < Company 


Members Baltimore Stock Exchange 
120 Broadway, N. Y. 5 
WOrth 2-4230 
Bell Teletype N.Y. 1-1227 


sce 


| Despite the 








FOR SALE . 
400 shares 


W.& J. Sloane 


Company 
Common 


Vanderhoef & Robinson 
Members Nett York Curb Exchange 
31 Nassau Street, New York 5 


Telephone COrtlandt Lat 0 
Bell System Teletype NY 1-1548 











Byrndun Corporation 


Common 


A. S. Campbeti 


Common & Preferred 


So. Advance Bag & Paper 


Common 


H. G. BRUNS & C0. 


20 Pine Street, New York 5 


Telephone: WHitehall 3-1223 
Bell Teietupe NY 1-1843 











Kaiser-Frazer 


Prospectas on Request 


Sreeneaiompany 


Members N. Y. Security Dealers Assn. 


yoes—NY 1-1126 & 1127 


—_* 


37 Wall St., N.Y.5 Hanover 2-4850 |. 
Bell Telet 








Offerings Wanted 


Associated Gas & 
Electric Company 
and Corporation 


All Issues 








G.A. Saxton &Co., Inc.| 


PINE ST., N. i. 5 Witnetail 4-4970 
Teletype NY 1-609 


s 





10 Stock Groups Likely to Qut-Perform Market in 1946 


SELECTIONS BASED ON TECHNICAL AND FUNDAMENTAL CONCLUSIONS 


By H. M. GARTLEY and HELEN E. DICKINSON 


Of H. M. Gartley, Inc. 


Market Analysts Conclude That Overall Profits This Year Can Equal the 1944 


High Record, But on a More Selective Basis. 


They Cite the Stocks in the Follow- 


ing Industries as Having the Best Prospects in the Light of Their Technical 
Market Position and the Demand for Their Products: Advertising—Automobile 


— Building —Chemical —Electrical Appliance — Machine Tool 


ment — Railroad — Railroad Wiiekievtaee — Rrbber. 


What to Do About Strikes 


By THEODORE W. KHEEL 
Former Executive Director and Public Member, 

National War Labor Board 

Declaring That No Legislation Can Resolve the Current Crisis, 

Mr. Kheel Calls On Congress for Deliberation Rather Than Speed 

In Formulating a New Labor Law. Former Labor Board Member 

Urges Thorough Examination of All Angles of the President’s 

Fact-Finding Proposal, Stating That the Importance of “Facts” 

Has Been Overemphasized at the Expense of Recommendations. 

Criticises the Truman Plan as Starting at the Very End of a Dis- 

pate, Instead of Carrying Through From the Beginning to ihe 


The vear 
by history 
version to 


as the year of recon- 
peacetime activities 
fact that V-E Day 
came in May, 

yea =6=60and the entire 
Wi global war 
was ended in 
August, the 
remainder of 

1945 saw very 

little recon- 
version, and 
acute — short- 

ages remain, 
especially in 

all kinds of 
consumer dur- 

able items. 
Nevertheless, 
behind - the- 
scenes 
change - overs | 
have been| 

H. M. Gartley 
rapidly in 

some lines — and the Office of 
War 
sion estimates that full reconver- 
sion will have occurred by the end 
of 1946, in all major consumer 
items except perhaps automobiles. 
Thus, the volume of sales for 
1946 is likely to continue large — 
perhaps as much as 80% of the 
peak level of 1944. However, the 
outlook for corporate profits de- 
pends not only upon sales volume, 
but upon price levels and costs 
as well. It is quite obvious by this 


(Continued on page 432) 





Carrier Corp. 
4% Conv. Pfd. 


Bought—Sold—Quoted 


Mc DONNELL & (o. 


Members 
New York Stock Exchange 
New York Curb Exchange 


120 BROADWAY, NEW YORK 
Ector 2-7815 




















proceeding — | se¢ 
i mined, 


Mobilization and Reconver- |} 


"| no uses 
|Congress 
| filled to over- 


| flowing 


1946 will be recorded@ 


Final Stage. 
There’s no doubt about it, 


— Office Equip- 


this country is all agog, and under- 


standably so, about the labor crisis in which we now find ourselves 


iembroile d. 
And Congress 
seems. deter- 
if we 
can judge 
from the pro- 
nouncements 
of some of its 
imore vocal 
members to 
do something 
about it. Just 
what isn’t ex- 
actly clear at 
this writing, 
ibut the hop- 
per in both 
of 
is 


with 


! Theodore W. Kheel 
elaimed 


oills 


to our needs. Above all, the Ad- 
ministration appears determined 
to see enacted into law the Presi- 
dent’s plan for fact-finding com- 
missions with a 30 day cooling off 
period. 

The purpose of this article is 
two-fold: (1) to suggest that care- 
ful deliberation rather than speed 
should be the motto by 


Congress guides itself in fram- 





| ing suitable legislation; 


in the forefront of possible legis- 


We Maintain Active Markets in U. S. FUNDS for 
ABITIBI POWER & PAPER, Common & Preferred 
BULOLO GOLD DREDGING 
MINNESOTA & ONTARIO PAPER 
NORANDA MINES 


STEEP ROCK IRON MINES 


Canadian Securities Dep’t. 


GOODBODY & Co. 


Members N. Y. Stock Exchange and Other Principal Exchanges 


115 BROADWAY 
Eetevtene BArclay 7-0100 


NEW YORK 6, N. Y. 
Teletype NY 1-672 


go 


by their sponsors to be the answer | 


| are over with, 


which | 


and (2) | 
| to examine the pros and cons of | 
‘the fact- finding plan since it is | 


| lation in view of ‘the Administra- 
tion’s sponsorship. 

This much is clear: nothing that 
| Congress does at this session can 
|help the current crisis. It’s much 

too far gone to be solved by any 
legislative proposal that has not 
yet gotten through committee. 
Besides, it is likely to be resolved 


one way or another in the not too! 
| distant future. 


At this writing, 
| the companies and unions in most 


| of the major disputes are only a 


| few cents apart. 
| You might not 
_these cases will 
| agreements will be reached. 
| probable that the final settle- 
ments will be at the expense of 
the ransyrer, who proverbiallv 
gets it in the neck anyhow, but 
the strikes will end and work will 
pe résumed, in Most i: not ali ux 
the strikes: Once these disputes 
look for a breath- 
jing spell from _ nation-wide 
| strikes. After all, the sole issue 
| involved in most of these cases is 
wages and the agreements that 
are finally concluded will be 
| binding on the parties for the re- 
mainder of their contract terms. 
We have cussed and fumed 
about strikes for many years now. 
But not once haw Corigress, through 
any of its appropriate committees 
undertaken to make a careful and 
objective study of why we have 
strikes and what can be done 
about them. Now, when things 
reach crisis-like proportions, 
comes a mad rush to enact some 
legislation quickly. The same 
think happened during the war 
when John L. Lewis was rampag- 
ing for a wage increase in excess 


like the way 


 6©of the limits set by the Govern- 


ment. The people of this country 
were steamed up then in the same 


way that they are at the present 
time. So Congress passed the 
Smith-Connally Act 
flat and then sat back, with a sigh 
of relief, and did nothing until 
(Continued on page 429) 





P. R. MALLORY 
& 6O., INC. 


Bought — Sold — Quoted 








STEINER, ROUSE & Co. 


Members New York Stock Exchange 


25 Broad St., New York 4, N. Y. 
HAnover 2-0700 NY 1-1557 


New Orleans, La.-Birmingham, Ala. 
Direct wires to our branch offices 





be settled, but} 
It, is, 


in no time 





Differential Wheel 
Electrol 
Myler Plastics 
Greater N. Y. Industries 
Soya Corp. 
Thiokol Corp. 


Edward A. Purcell & Co. 


Members New York Stock Exchange 
Members New York Curb Ezchange 


50 Broadway WHitehall 4-8120 
Bell System Teletype NY 1-1919 








Central States Elec. (Va.) 


Common Stock 


Eastern Footwear Com. 
Prospect Hill Apartment 


Units 


Frank €. Masterson & Co. 


Members New York Curb Exchange 


64 WALL 8ST. NEW YORK 5 
Teletype NY 1-1140 HAnover 2-9470 








Consolidated Film Ind. 
Cayuga & Susquehanna 


Chicago, Mil., St. Paul & Pac. 
5s/2000 


Consolidation Coal 
Minneapolis & St. Louis 


all issues 


Republic Pictures 


GUDE, WINMILL & Co. 


Members New York Stock Exchange 


1 Wall St., New York 5, N. Y. 
Digby 4-7060 Teletype NY 1-955 











Howard Aircraft 
Dixie Home Stores 


Macfadden Pub. Inc. 
Pid. & Com. 


C. E. de Willers & Co. 


Members New York Security Dealers Assn. 
120 Broadway, N. Y. 5, N. Y. 














REctor 2-7634 Teletype NY 1-236111 
* 














* Electronic Corp. of 
America 
Harrisburg Steel Corp. 
Kingan & Company 


Common 
*Prospectus Upon Request 
Bought—Sold—Quoted 


Simons, Linburn & Co. 


Members New York Stock Exrchange 





25 Broad St., New York 4, N. Y. 
HAnover 2-0600 Tele. NY 1-210 |, 








For Banks, Brokers & Dealers 


Republic Pictures 


Com. & Pfd. 
. Bought — Sold 


Troster, Currie s Summers 


Members N. Y. Security Dealers Ass’n 
74 Trinity Place, N. Y.6 HA 2-2400 
Teletype NY 1-376-377 
Private Wires to Cleveland 
Detroit - Pittsburgh - St. Louis 











H. K. PORTER 
COMPANY, INC. 


Common Stock 


BOUGHT--SOLD—QUOTED 


J.G-WHITE & COMPANY 


INCORPORATED 
37 WALL STREET NEW YORK 5 
ESTABLISHED 1890 
Tel. HAnover 2-9300 Tele. NY 1-1815 











Jefferson-Travis Corp. 
Western Union Leased Line Stocks 


International Ocean Telegraph Co. 
Pacific & Atlantic Telegraph Co. 
Southern & Atlantic Teleg. Co. 
Empire & Bay States Teleg. Co. 


bought - sold - 
Arnhold and S. Bleichroeder 
30 Broad St. ee ede Vouk | 
WHitehall 3-9200 Teletvpe NY 1-515 








quoted 
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Why Loan to Britain 


William Chamberlain of Saratoga, Cal. Writes Congressman That 
Proposed British Loan Would Drain Off $4 Billiens Worth of Value 
Needed gt Home, and at Same Time Add Correspondingly to Infla- 
tion of Our Already Inflated Monetary Medium. Describes the 
Process of Inflation and Says Price Controls Merely Attack Symp- 


toms and Ignore Causes of Inflation. 


Denies Loan Will Aid U. S. 


Through Expansion of Experts, Since It Does Not Give Occasion 
for Counter Balanced Imperts, and Péints Out That, in View of 
Socialistic Tendencies in Leading Foreign Countries, Including 
Britain, Our Home Producers Are Placed in Competition With 


Gevernment-Subsidized Foreign Goods. 


of Domestically Required Goods 
tional Inflation. 
The “Chronicle” 


Holds Subsidized Exports 
Constitutes No More Than Addi- 


has received from William Chamberlain. of 





Saratoga,, California, formerly President of the United Light and 


Power Com- 
pany, and a 
Director of 
American 
Light and 
Traction Com- 
pany, a copy 
ofa letter 
dated Jan. 11, 
he wrote to 
Congressman 
J. Z. Ander- 
son of Cali- 
fornia ex- 
pressing op- 
position to 
Congressional 
approval of 
the proposed 
British Loan. 
The text of 
this letter, 
which contains a lengthy analysis 





William Chamberlain | 


es 
of the implications and effects of 
the loan, is as follows: 
My dear Congressman: 
You have suggested that the 
views of your constituents re- 


| specting important measures pend- 


ing before Congress would be 
helpful to you. I am therefore 
writing to express my opposition 
to Congressional approval of the 
recently proposed British loan, 
and to tell you why I oppose it. I 
use the term “Loan” because that 
is its official title, and for no other 
reason, I am quite as well aware 
as any other person who has ex- 
amined the announced terms; the 


present political and financial po-j} 


sition of Great Britain; and pos- 
sesses even superficial knowledge 
(Continued on page 416) 








Post-War Money Supply Problem 


By AUBREY G. LANSTON* 

Vice-President of First Boston Corporation 
Mir. Lamston, Calling Attention to the Rise in the Market Value of 
214% and 214% Government Bonds, Asserts We Are Facing a 
New Situation With Respect to Interest Rates and Money Supply. 
Holds Interest Rate Controls Seem Likely to Be With Us for an 
Indefinite Period and That These Controls Are Apt to Be More 


Harsh and Threaten to Transfer 
From Free Enterprise to That of 


Our Economic and Social System 
State Socialism. Points Out That 


Banks, in Order to Protect Future Earnings, Are Scrambling to 
Buy High Yield Government Issues and That Redemptions of Sav- 
ings Bonds, Together With Liquidation of Non-Bank Holdings, Will 
Increase Commercial Bank Government Bond Holdings. 


During the war Government 
the increase which occurred in t 
it seems like- 
ly that the 
primary factor 
in changes in 
our money 
supply may 
be the attitude 
of the Gov- 
ernment to- 
ward interest 
cates on Treas- 
ury securities. 
I would like 
to outline the 
mechanics of 
that relation- 
ship for you 
because I 
think it is one 
of the most 
important 
fundamental 
things with which we will have 
to contend. 
The three major elements in the 
liguid assets of the country are 





A. G. Lanston 





TITLE COMPANY 
CERTIFICATES 


Bond & Mige. Guar. Co. 
Lawyers Mortgage Co. 
Lawyers Title & Guar. Co. 
N. Y. Title & Mige. Co. 
Prudence Co. 


Newburger, Loeb & Co. 


Members New York Stock Exchange 





40 WallSt..N.Y.5 | WHitehall 4-6330 
Bell Teletype NWY¥ 1-2033 











deficits were the primary cause of 
he money supply. From here out 


>. 
o7 





| currency, bank deposits, and liquid 
securities, in which Treasury is- 





*A talk by Mr. Lanston at a 
Round Table Discussion of Post- 
war Monetary Supply and Its 
Significance at the 275th regular 
meeting of the Nationa] Industrial 
Conference Board, New York 
City, Jan. 17, 1946. 

(Continued on page 414) 





Banks — Brokers — Dealers 


You may re- 
member our re- 
view a year ago 
“The CONFI- 
DENT YEAR” 
and the amaz- 
ing foresight 
revealed by its 
comments. 

You will want to read the timely 
review of factors making for 1946 
prospects: 


THRESHOLD 
OF THE FUTURE 


Copy of latest issue of our 
“GEARED TO THE NEWS” Bul- 
letin Service sent on request. 


STRAUSS BROS. 
Member: New York Security Dealers Ass’D 
32 Broadway Board of Trade Bldg. 
NEW YORK 4 CHICAGO 4 
Digby 4-8640 Harrison 2075 
Teletype NY 1-832, 834 





’ 
} 





Teletype CG 129 
Direct Wire Service 
New York—Chicago—St. Louis 
Kansas City—Los Angeles 





| 
| 
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Regulation by Back Door Methods Condemned. Se- 
_curities Industry Alive to Implications of the Oxford 
Case. Protest Meetings Organized Against SEC 
Enunciation of Doctrine Governing Riskless Trans- 
actions and Disclosures. Claim That Commission 
Avoids Direct Approach Because of Known Opposi- 
tion to Instant “Philosophy”’ by Dealers. 


Recently, in covering the Oxford case, we said the dan- 
ger lay in the use that the Securities and Exchange Commis- 
sion would make of that opinion as a precedent. 


The attempt in that opinion to seek for the first time 
to compel a dealer to either have physical possession of, or a 
confirmed order for the purchase of, the securities he sells 
or else act as a broker has the industry on edge. 


The Oxford case involved a revocation order “as broker 
and dea‘er.” 


It has just been cited by the Commission in “The Matter 
of Investment Registry of America, Inc.,” which involves an 
Bon] of revocation “as broker and dealer and as investment 
adviser.” 


The rights and duties characterizing the activities of 
brokers, of dealers, and of investment advisers, are readily 
distinguishable. 





The Commission’s campaign to place many dealers on a 
| Strict agency basis is a clear indication of the trend taken by 


| SEC thinking. | 


We like our regulation straight and easily recognizable. 

When the Commission toyed with a proposed full dis- 
closure rule, the securities industry took up the cudgels of 
opposition and submerged it. 

Dealers who see the game and that the cards are dealt 
from the top of the deck can make adequate preparation for 
self protection. 

We believe the average person in the industry thinks 
that the Oxford decision, in its riskless transaction and dis- 
closure phases, hits below the belt. 

If the Commission wishes to chart a course, let it do so 
straightforwardly by creating a rule on that subject. If it is 
powerless to do so, then petition the Congress for appro- 
priate legislation. 

That was not the path chosen by the Commissian in the 
Oxford case. ‘ 


The principle which the Commission sought to estab- 
lish, should never have been created by means of a distinctly 
doubtful statutory interpretation. 


Since such doctrine is contrary to the long established 
trade custom and usage in the securities field, it is small 
wonder that the industry has been jolted so severely by its 
enunciation. 

Using the Oxford case as a medium in which to bed this 
principle down, was particularly insincere. 

This backdoor approach cannot be condoned. 

The Commission did not try the medium of an amend- 
ment to the NASD’s Rules of Fair Practice, because mani- 

(Continued on page 436) 





We are interested in offerings of 
High Grade 
Public Utility and Industrial 
PREFERRED STOCKS 


Spencer Trask & Co. 


25 Broad Street. New York 
Telephone HAnover 2-4300 Teletype NY 1-5 
Members New York Stock Exchange 











The Indirect Approach 
Should Be Denied © | 








«+ LICHTENSTE 


Maybe those obsolete stocks and 
bends of yours were as bad as a 
tip at the Saratoga Races—but we 
may be able to give you a hunk of 
cash for the bunk! 


Obsolete Securities Dept. 
29 WALL STREET, NEW YORK 
Telephone WHiteball 4-6551 





United Artists 
United Piece Dye Works 
Taylor Wharton tron & Steel 


Visking Corp. 
Univis Lens 





L. J. GOLDWATER & CO. 


Members New York Security Dealers Assn, 
39 Broadway 
New York 6, N. Y. 
HAnover 2-8970 Teletype NY 1-1203 








KAISER- 
FRAZER 


CORPORATION 


Prospectus on Request 


J. F. Reilly & Co., ine. 


Members 
New York Security Dealers Assn. 
40 Exch. Pl., New York 5, N. Y¥. 
HAnover 2-4785 
Bell System Teletype, NY 1-2733-34-35 
Private Wires to Boston, Chic. & Los Ang, 














TRADING MARKETS 


Kingan Co. 
Haloid Corp. 
Thiokol Corp. , 
Sargent & Co. 

Bausch & Lomb 
Billings & Spencer 


Hinzos & lo.= 


Members New York Security Dealers. Assn. 


170 Broadway WoOrth 2-0300 
Bell System Teletype NY 1-84 : 














Punta Alegre Sugar 
Eastern Sugar Assoc. 
Lea Fabrics 
U. S. Sugar 
Venezuela Syndicate 


DUNNE & CO. 


Members New York Security Dealers Assn. 
25 Broad St., New York 4, N. Y. 
WHitehall 3-0272—- Teletype NY 1-956 
Private Wire to Boston 

















American Bantam Car 
Common and Preferred 


Bought—Sold—Quoted 


Horr ROSE & TROSTER | 


EsTaBiisHep 1914 


74 Trinity Place, New York 6, N. Y. 








Telephone: BOwling Green 9-7400 Teletype: NY 1-375 | 











Public National Bank 
& Trust Co. 
Republic Pictures 
Income 4s, 1965 
Bonds and Odd Pieces 


National Radiator Co. 


Analyses available 
to dealers only 


C. E. Unterberg & Co. 
Members N. Y. Security Dealers Ass’n 
61 Broadway. New York 6, N. Y. 


Telephone BOwling Green 9-3565 
Teletype NY 1-1666 
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Warp & Co. ] 


EST. 1926 


ACTUAL MARKETS 
IN 250 
ACTIVE ISSUES 


Air Cargo Transport 


American Bantam Car 
Com. & Pfd. 


S. F. Bowser 

| Dayton Malleable lron* 
Douglas Shoe* 
Finch Tel. 

Gt. Amer. Industries* 
Hartford-Empire Co. 
Kaiser-Frazer| 
Kingan Co. 
Mohawk Rubber 
National Fireproofing 
Natl. Vulcanized Fibref 
Pantasote Co. 
Polaroid Com. 
Sylvania Industrial 
Taca Airways 
Thiokol Corp. 
United Artists 
_ U.S. Air Conditioning | 
Union Asbestos & Rub. 
Waltham Watch 


Warren Bros. “C”’ 


Alabama Mills* 
Aspinook Corp. 
Textron Wrnts. & Pfd. 
United Piece Dye - 


American Gas & Pow. 
Cent. States Elec., Com. 
lowa Pub. Ser. Com. 
| Jowa Southern Util. 
New Eng. Pub. Serv. 
North’n New Eng. Co. 
Puget S’nd P. & L. Com. 
Stand. Gas & El. Com. 
Tenn. Gas & Trans. 


+Prospectus Upon Request 


| *Balletin or Circular upon request 


WARD & CO. 


EST. 1926 


Members N.Y. Security Dealers Assn. 


120 BROADWAY, N.Y. 5 
REctor 2-8700 


N. Y. 1-1227-1288 


* Direet Wires to Chicago and Phila. 
; ENTERPRISE PHONES 
Hart{'d 1)! 


Buff. 602: Bos. 2100 


| 1945, 





Reasons for Extended Stock Rise 


6y CHARLES 
Charles A. 


Securities Because of (1) Heavy 


Corporations; (2) Reduced Inventories; (3) Liquidation of Mort- 
gages on Farms and Homes; (4) Threat of Further Dollar Deprecia- 
tion and (5) Coming General Prosperity of Nation Arising From 
Money and Credit Used in Rebuilding War Devastated Areas. 
On Jan. 2, 1942, I prophesied that stocks would be better to hold 
| than cash. This I repeated in 1943 


Dec. 22, 

inclu- 
sive, this the- 
ory was prov- 
en to be cor- 
rect, as Dow- 
Jones average 
on industrial 
stocks rose 
from 110.96 to 
190.52, gain of 
7222%; = rail- 
road stocks 
rose from 25.42 
to 63.19, gain 
of 150%, and 
public utility 
stocks rose 
from 14.02 to 
37.97, gain of 
170%. 

It is also my 
conviction that we shall Rave a 
further important rise in equity 
securities during 1946. 


Some 1929 Data 
On Jan. 1, 1929, Dow-Jones 
average for industrial stocks stood 
at 300 and railroads at 151.14. 
Present average of industrial 
stocks is now about 63% of Jan- 


to 


| 
| 
| 
| 


Charles A. Taggart 





road stocks about 41%, and condi-| 
tions, I believe, are now fav orable | 
for further rise from this level. | 

It is my contention that before | 
this market has reached its pains 
——and there will be corrective re- | 
cessions from time to time—1929 | 

(Continued on page 391) 


Art Metals Construction 
*Bowser Inc. 

Central Public Utility 5's, 52 
*Consol. Elec. & Gas 6°. Pfd. 


115 Broadway, New York 
Telephone BArclay 7-0100 


Taggart & Co., Philadelphia 
Dealer Holds There Will Be a Further Important Rise in Equity 


e¢—_- --- -—- 


} under circumstances that may pre-/|a 
uary, 1929, market value, and rail-! yaij in the future. I shall start by | sought. 


Bought - Sold - Quoted 
“We have a special study prepared by our Resear 


GOODBODY & Co. 


Members N. Y. Stock Exchange and Other Principal Exchanges 
105 West Adams St., 


A. TAGGART 


Reduction in Debt Structure of 
Weather. 


1944 and 1945. From Jan. a. 1942, 


Bank Portfolio Management 
Under Current Conditions 


By ROBERT C. EFFINGER* 

Vice-President, Irving Trust Company, York 
Stating the Objectives of a Bank’s Investment Portfolio as (1) io 
Provide Funds Needed to Meet Declines in Deposits and Increases 
in Loans, and (2) te Provide Income, Mr. Effinger Recommends ihe 
Maintenance of a Distinct Secondary Reserve for the First Purpose, 
and an Investment Reserve for the Second. The Secondary Re- 
serve Should Comprise a Supply of High Grade, Short Term Secur- 
ities Sufficient at All Times to Meet Estimated Declines in Deposits 
and Increases in Loans. The Investment Reserve Should Com- 
prise Highest Grade Longer Term Securities. Cautions Against 
Reaching for Income by Progressively Lowering Grades of Invest- 
ments Held, and Concludes That’ Deposits Will Continue to Rise, 
and That Interest Rates Will Be Kept Low. Sees Grave Social 
Consequences in a Further Lowering of Interest Rates. 


The topic assigned to me for this meeting is “Bank Investment 
Portfolio Management Under Current Conditions.” I shall deal with 
it in a way which I hope will® - 


New 





} prove helpful under current con-|management of a bank’s invest- 


ditions and to some extent at least} ment portfolio should start with 
statement of the objectives 
In my opinion § these 
outlining what I believe to be aj should be: first, to provide funds 
sound basic investment policy,|needed to meet declines in de- 
then express opinions as to the! posits and increases in loans; and, 
tlook for deposits, loans and | secondly, to provide income. 

I believe these objectives can 
best be accomplished by dividing 
|a bank’s investment portfolio into 
‘two parts or accounts, the Sec- 
the | ondary Reserve Account and the 

Inv estment Account, and then by 
J observing certain sound prin- 
iciples with respect to maturity 
| distribution, quality of invest- 
| ments, extent of diversification 
by obligor and the correct timing 

*Ay address by Mr. Effinger 
before the eighteenth annual 
| mid-winter meeting of the New 
| York State Bankers Association, 
|New York City, Jan. 21, 1946. 
(Continued on page 418) 


ou 
interest rates, and conclude with 
some specific recommendations. 


Basic Investment Policy 
A sound basic policy for 


Magazine Repeating Razor 
Oxford Paper Pfd. & Com. 
Sunray 4/2. Conv. Pfd. 


Warren Bros. B. & C. | 


er Dept. 





Teletype NY 1-672 Greater New York Industries | 


—— 











Chicago 


“Tennessee Gas & Transmission | 








Great American Industries 





+Le Roi Company 
*Simplicity Pattern 
+York Corrugating 


FIRST COLONY 


70 Pine Street 
Hanover 2-7793 





*Prospectus and Special Letter Available 
+Statistical Study or Special Letter on Request 


Members New York Security Dealers Association 


: ° Kingan & Company 
*Electronic Corp. 


TBishop & Babcock 


American Insulator 


Kaiser-Frazer Corp. 


“Prospectus on Request 


J. K.Rice, Jr.&Co. 


Established 1908 
=~ nbers N. Y. Security Dealers Assn 


REctor 2-4500—120 Broadway 
Bll System Teletype N. Y. 1-714 





CORPORATION 














New York 5 
Teletype NY 1-2425 
































KEN DALL 


TEXTILES — from mill 





41 Broad Street, New York 











Common Stock 


SURGICAL SUPPLIES — 


Detailed memorandum on request 


Seligman, Lubetkin & Co. 


Incorpcrated 
Members New York Security Dealers Association 


Gulf Atlantic 
Transportation Co. 


com PANY 


to finished product 


through ownership of 
Bauer & Black 


Circular on Request 


| 
i 


HARDY & HARDY 


11 Broadway, New York 4 


Telephone Teletype 
Whitehall 3-4490 NY 1-960 











e:. 





HAnover 2-2100 | 











The Air Lines As Investments 


By ROGER W. BABSON 


Mr. Babson Suggests That Investors Wait Before Purchasing Air- 
lines Stocks, Because, Although for a Few Years They Should Have 
Good Earnings and Much Glamour, They May Be Uncertain as ihe 
Points Out That at Any Time Government Could Start 
Competing Air Routes, and That “After These Honeymoon, Years” 
Despite Trafic Increase, Airplane Companies Will Not Be as Profit- 
able. Some Airplane Stocks Too High in Relation to Earnings. 


Have had an unfortunate experience at La Guardia Airport in 
New York City where I waited from 6 a.m. for a 
panaenepene=nespelll 


a plane due to leave 
for the South 
at 7:30 A.M. 
Then at the 
very last min- 
ute it was an- 
nounced that 
“—.- - <°oO 
weather con- 
ditions” the 
flight had 
been can- 
celled. I im- 
mediately 
went to the 
Penn. Station 
to get a Pull- 
man berth. 
There I was 
told that . all 
space had been 
sold for. two 
weeks ahead. 
Let me further add that, although 
I had my plane reservations two 
weeks in advance, I would now 
have to wait another two weeks 
before getting another plane seat. 

Air travel is marvelous when 
the weather is good and there are 
plenty of planes; but this winter 
on long routes it is terrible. For 
runs over 400 miles I advise 
readers to engage Pullman ac- 
commodations and not depend up- 
on airlines. The same general prin- 
ciple may also apply to airline 
stocks as an investment. For a few 
years they should have good earn- 
ings and much glamour; but then 
look out! They may be as uncer- 
tain, in the long run, as the 
weather. 


Roger W. Babson 


Government Competition 
Now that our country is honey- 
combed with a network of rail- 
roads, it would practically be im- 
possible for the government to 
build new competing railroad 
lines. Furthermore, their securities 
are probably now selling for less 
than their original cost—not 
mention reproduction costs. 
(Continued on page 433) 
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Ends Margin Trading 


Chairman Eccles of FRB Issues Order Raising Margins to 100%. 
Says Action of Reserve Board Governors Is to Prevent Further 
Flow of Borrowed Money Into Stock Market Operations and Thus 


Hit Primary Source of Inflation Danger. 


Favors Increased Capital 


Gains Tax and Balancing of the Federal Budget. 


On Jan. 17, the Board of Governors of the Federal Reserve Sys- 
tem, through Chairman Marriner S. Eccles, issued a new regulation, 


effective®—— 


Jan. 1, 1946, | 
requiring that | 
purchase} 
of stocks) 
listed on} 
registered ex- | 
changes for | 
account} 
of customers 
should be | 
margined| 
at 100%. This, 
in effect, elim- 
inates trading 
on margin in 
listed securi- 
ties by the 
public. It 
does not apply 








to the use of 


Marriner S. Eccles 


purpose except to finance transac- 
tions in securities and it does not 
require reduction or liquidation of 
existing accounts or loans. 

Chairman Eccles, after the an- 
nouncement of the board’s nucw 
ruling, made the following state- 
ment in which he pointed out the 
motive for the drastic and un- 
precedented regulation and again 
reiterated his recommendation for 
an increased capital gains tax to 
curb speculation: 

“My personal view of the 
board’s decision to increase mar- 
gin requirements to 100% may be 
summed up as follows: 

“By this action, the board has 
used its authority to prevent the 
further flow of borrowed money 
into stock market operations. 
There is no further recourse left 
to the board, so far as restraining 


speculative activities. in listed 


stecks is concerned, except pos- | 





Soya Corporation 
of 
Ameriea 


—_—* — 


PETER MORGAN & CO. 


31 Nassau Street New York 5, N. Y. 
Tel. BA 7-5161 Tele. NY 1-2078 


credit for any | 





sibly to order that all existing 
margin accounts be put on a cash 
basis and to make some of the 
administrative provisions applying 
to banks more rigid. To what- 
ever extent the board’s action will 
tend to dampen speculative activ- 
ity, it is desirable, as a preventive 
step, at this time of strong infla- 
tionary pressures and until such 
time as inflationary dangers are 
passed. 

“As I have frequently sought to 
emphasize in the past, the primary 
source of the inflation danger 
which overhangs the domestic 
economy on all fronts is the vast 
accumulation of currency and 
bank deposits at the disposal of 
the public as a result of the fact 
that far too much of the cost of 
the war was financed through the 
creation of commercial bank 
credit and not enough was fi- 
nanced out of taxes and the sav- 
ings of the public. Credit for 
stock market as well as other pur- 
poses has been curbed all along, 
but it is a minor and not a major 
factor in the inflation picture. 
While credit curbs are justified 
for such restraint as they may im- 
pose on speculative activities in a 
time of inflationary danger, they 
cannot reach the real source of 
danger, which is the huge amount 
of money already created through 


bank credit. Price controls, ra- 
tioning, allocations, etc., are vitally 
necessary for holding the line 
until the danger is past, but they 
are not designed to prevent the 
excessive money supply from 
flowing into speculation in capital 





(Continued on page 392) 
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Chicago and 
Southern Airlines, Inc. 


Continental 
Airlines, Ine. 


BURNHAM & COMPANY 
members New York Stock Exchange 
associate members N.Y .Curb Exchange 
15 Broad Street, New York 5, N.Y. 
telephone: HAnover 26388 








Telephone Bond & Share 


7% Preferred 


Telephone Bond & Share 


Class A 


Associated Tel. & Tel. 


7° Preferred 


Associated Tel. & Tel. 


6°, Preferred 


JAMES M. TOOLAN & CO. 


67 Wall Street, New York 
Telephone HAnover 2-9335 
Teletype NY 1-2630 
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Harvill Corp. 
Jeff. Lake Sulphur Com. & Pfd. 
Lane Cotton Mills Corp. 
Reda Pump 
Standard Commercial Tobacco 
| Standard Fruit & S/S 
| 





Com. & Pfd. 
United Piece Dye Works 


T. J. FEIBLEMAN & CO. 


Members New Orleans Stock Exchange 
New York 4, N. Y. New Orleans 12, La. 
41 Broad St. Carondelet Bidg. 
Bo. 91-1437 

Bell Tel.—-NY-1-495 








Carbon Monoxide 
Eliminator 


American Insulator 
Preferred & Common 


Gilbert & Bennett 


PETER BARKEN 


32 Broadway, New York 4, N. Y. 
Tel. WHitehalt 4-6430 Tele. NY 1-2500 








Farrell-Birmingham 
| Company 


ANALYSIS ON REQUEST 








W. J. Banigan & Co. 


Established 1904 


50 Broadway, N.Y.4 HaAnover 2-3380 
Carlisle, Pa. Scranton, Pa. 











an 
~ 


to Increase Supply of S 
counts and Removal A 
Gains Tax. 


criticizing the 
Federal Re- 
serve Board’s 
action in 
eliminating 
margin trad- 
ing. 

“While I 
ean under- 
stand the de- 
sire of the 
Federal Re- 
serve - Board 
to carry out 
anti-inflation- 
ary powers 
delegated to 
it by Con- 
gress,’ Mr. 
Blanke stated 
“the observa- 
tions of our 
members as to the reaction of the 


publie following the increase in 
margins to 75% indicate that the 
increase in margins to 100% will 
not halt inflation,’ and he con- 
tinues: ° 

“Following the higher margin 
requirements set in July last year, 
we have noted the following ten- 
dencies on the part of those in- 
terested in securities. 





Donald C. Blanke 


olds Margin Prohibition No 
Remedy Against Inflation 


’ President of Association of Customers Brokers Says Check of Rise 

in Prices Could Be More Effectively Taken by Measures Designed 
ks, Such as Elimination of Frozen Ac- 
Holding Periods in Connection With 


Donald C. Blanke, of Eastman, Dillon & Co., who is President of 
the Association of Customers Brokers, issued a statement on Jan. 19, 








1. An increase in fear of infla- 
tion. 

2. The heavy purchasing of low- 
priced and unregistered issues 
which have not had any collat- 
eral value. - 

3. The freezing of stocks that 


were already on margin and the | 


opening of new accounts for new 
purchases. 


“Furthermore, the market has 
staged the largest percentage ad- 
vance since the bull movement 
got under way in May 1942. 

“In my opinion the Federal Re- 


serve Board could more effective- 
ly check the rise in prices by 
measures designed to increase 
the supply of stocks, such as: By 
eliminating certain restrictive 
features on frozen accounts and 
also by recommending to Con- 
gress the elimination of any hold- 
ing periods in connection with 
the capital gains tax. An in- 
crease in the capital gains tax or 
a lengthening of the holding pe- 
riod would simply result in a 
further curtailment of the supply 
of stocks.” 








| 
| 
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32 Broadway 

NEW YORK 4 
Digby 4-8640 
Teletype NY 1-832-834 


White & Company 
ST. LOUIS 








Direct Private Wire Service 


COAST-TO - COAST 
New York - Chicago - St. Lowis - Kansas City - Los Angeles 


STRAUSS BROS. 


Members New York Security Dealers Ass’n 


Piedger & Company, inc. 
LOS ANGELES 


Board of Trade Bldg. 
CHICAGO 4 
Harrison 2075 

Teletype CG 129 


Baum, Bernheimer Co. 
KANSAS CITY 

















PANAMA COCA-COLA 
Quarterly dividend paid January 15, 1946 — $.75 

| Dividends paid 1945 — $2.25 | 
Approximate selling price — 32 


New Analysis on request 


| Hot, ROSE & TROSTER 


ESTABLISHED 1914 

Specialists in Soft Drink Stocks 

74 Trinity Place, New York 6, N. Y. | 
Telephone: BOwling Green 9-7400 





Teletype: N¥ 1-375 








63 Wall Street, New York 5, N. Y. 








Securities Co. of N. Y. 4% Consoils 


American Cyanamid Preferred 
Consolidated Electric & Gas pfd. 
Eastern Sugar Associates, Common 
Gulf Public Service Co. 

Missouri Pacific old common & preferred 
N. Y. N. H. & H. old common & preferred 
Petroleum Heat & Power Co. 


FREDERIC H. HATCH & CO. 


Incorporated 
MEMBERS N. Y. SECURITY DEALERS ASSOCIATION 


Bell Teletype NY 1-897 


Hugh Niven in Indi 
INDIANAPOLIS,. IND.— Hugh 
Niven is engaging in a securities 
business from offices at 3510 
North Penn. In the past he was 
associated with Atkins, Hamill & 
Gates and Schwabacher & Co. and 
was in charge of the Indianapolis 
office of The National City Co. 
of New York. 












CANADIAN 
SECURITIES 


Bank of Montreal 
Canadian Bk. of Commerce 
Royal Bank of Canada 





Assoc. Tel. & Tel. $6 & 7% Pfd. 
Brown Company Com. & Pfd. 
Bulolo Gold Dredging 
Canadian Pacific Rwy. 
Canadian Western Lumber 
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International Utilities 
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Nipissing Mines 
Noranda Mines 
Pend Oreille Mines 
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Sun Life Assurance 


Teck- Hughes Mines 





52 WILLIAM ST.,N. ¥.5 HAnever 23-6000. 
Bell Teletype NY 1-395 
New York Montreal Toronte 


Andian National Corp. ! 





4 





HART SMITH & CO. 








General Public. 
Utilities 
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Republic Pictures 
“Common and Preferred | 


Soya 
Corporation 
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CALLEN €& COMPANY 
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30 BROAD STREET 
NEW YORK 4, N., Y. 


Telephone: HAnover 2-2600 
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Direct Wires to 
Los Angeles and New Orleans 
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J. Goldstein Co. Formed 

Jack Goldstein has formed J. 
Goldstein Co. with offices at 1036 
Ward Avenue, New York City, to 
engage in the securities business. 
In the past he was with J. H. 


worth, Morgen & Co. 


John Patton Rejoins 
Burns, Potter & Company 


(Special to Tee Financial CHRONICLE) 

OMAHA, NEB.—John H. Patton 
has resumed his duties with 
Burns, Potter & Company, 202 


— 


South Seventeenth Street. Prior to | 


serving in the armed forces he 
was treasurer and manager of the 
trading department for the firm. 


Kurtz Rejoins Bache Co. 

PHILADELPHIA, PA.—Lieut.- 
Col. James Kurtz (AUS) has re- 
sumed his position as manager of 
the Commodity Department of 
Bache & Co., 1411 Walnut.Street. 


——___ 


Otto Fuerst to Adeit 


Otto Fuerst & Co., 41 Broad 
Street, New York City, will admit 
Frank Feinberg to partnership in 
the firm on Feb. 1. 


Joins Baker, Simonds & Co. 


(Special to Tue Frvanciat CHRONICLE) 


DETROIT, MICH.—Henry Ste- 
phens IV has been added to the 
staff of Baker, Simonds & Co., 
Buhl Building. He has recently 
been serving in the U. S. Marine 


Great American 
industries 
Hartman Tobacco 
Thiokol Corp. 


}j A. Frank-Guenther Law | 


Preferred 


|S. WEINBERG & Co. | 


Members N.Y. Security Dealers Ass’n 


60 Wall Street Telephone 
New York 5 Whitehall 3-7830 
Bell Teletype NY 1-2763 


i | ference 


High-Level Employment— 


A Challenge to Retail Distribution 


By MALCOLM P. McNAIR* 


i. : | 
Lederer & Co., Inc., and Wood | Professor of Marketing, Harvard University 


| Professor McNair, Holding That a High Level of Stable Employ- 
| ment Cannot Be Obtained by Passing Laws, but Is a Challenge to 


Must Play in Its Attainment. 


Let’s 
this “full employment” business. 
“Full employment” is not some- 
| thing that we are going to get by 
passing laws; 
but, on the 
other hand, 
don’t make 
ithe mistake of 
failing to rec- 
ognize that 
the emotional 
drive behind 
| the “full em- 
ployment” 
iconcept pre- 
isents a detfi- 
nite challenge 
to private en- 
terprise. Right 
jat the present 
itime one of 
ithe best argu- 
iments against 
ithe national 
planning ap- 





bodied in the original version of 


| the Murray Bill, is afforded by 


the very substantial margin by 
which the prognosticators on un- 
employment missed the boat in 
their predictions just after V-J 
Day. Many of the Washington ex- 





jj; perts placed the probable unem- 
| ployment by November or Decem- 


* 


ber, 1945, at figures ranging any- 


| where from five to ten million; 


*An address by Professor Mc- 


Nair before the 35th Annual Con- | 


of National Retail Dry 

Goods Association, Hotel Penn- 

sylvania, New York, Jan. 10, 1946. 
(Continued on page 426) 
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& Deulers only) 


rk Stock Exchange 


Must Be Geared to an Expanding and Stable Economy. 
Expand Itself, Increase Its Efficiency. and Enlarge Consumption 
Demands Through Creative Merchandizing. 


not kid ourselves about®— 
2 a1 
Purchasing Power and Income in 
the Postwar Market 


Prof. M. P. McNair | 
proach to full employment,.as em- | 


| | idea. 








KOLD-HOLD MANUF 


Manufacturer of Electric Refrigeration Equipment 


A low priced speculation 
PROSPECTUS ON REQUEST 


FRANKLIN COUNTY COAL 
COMMON . 


CIRCULAR ON REQUEST 


F. H. KOLLER & CO., Inc. 


Members N.Y. Security Dealers Ass’n 
111 BROADWAY, NEW YORK eo N.Y. 


' @ BArclay 7-0376 


ACTURING COMPANY 


NY 1-1026 


Private Enterprise, Points Out the Part That Retail Distribution 


Says Retailing Must Grow and 
It Must 


The Importance of Importing 


Must Buy More From Abroad, 





By PAUL WIERS* 


International Trade Unit, Bureau of Foreign and Domestic Com- 
merce, Pointing Out That to Achieve World-Trade Success We 


Department of Commerce Expert 


Estimates That From $5 to $7 Billions of Imports a Year Will Be 
Necessary to Give Foreign Nations the Dollar Balances to Service 
Existing Loans and te Buy American Exports. Sees Stage Set for 
Mutually Beneficial Growth of World Trade When Exchange Pari- 
ties Are Adjusted and the Bretton Woods Agreements Adopted. 


One does not have to be a historian to note that high employment 
and business prosperity in the United States are associated with a 





By EDWIN 


wo 


B. GEORGE* 


Economist and Asseciate Editor “Dun’s Review” 
Asserting That Forecasting 1s One of the Gayest of Sports, Mr. 


George Notes Prognostication 


Errors Regarding Reconversion. 


He Contends That We “Have Been Wrestling With Images” and 


That the Present Stampede for 
as at End of World War I. 


Spending Is Same Mass Behavior 
Estimates That Production Will 


Amount to $178 Billions in 1947, of Which $133 Billions Will 
Be Available for Spending. Holds Deficit Financing Has Created 
Excess Liquid Capital in Gross National Product Which Accelerates 
Business Turnover, and Estimates That in Fiscal Year 1947, 
Government Will Spend $32 Billions, Private Capital Formation 


| 
| 


of the manner 
of functioning 
of each. The 
billing seemed 
to call for it. 
The total ef- 
fectwould 
have been 
that of the 
legendary 24 
/volume Ger- 
|man preface 
| to the love life 
| ofanelephant. 
‘Then I had 
| what I hope is 
|a much better 
| In the 
| course of some 





. Edwin B. George 
{ington work, 
/amining a great many private and 
*An address by Mr. George be- 
fore the American Management 
Association Marketing Confer- 
ence, Hotel Pennsylvania, New 
| York City, Jan. 17, 1946. 


a 


|I have had the privilege of ex- | 


Will Take $25 Billions, and Consumers. Will Spend $113 Billions 
of Gross National Product. Sees Continuation of War-Time Con- 
trols as Needed to Avoid Inflationary Boom. 


I started to prepare an elaborate catalog of. all the parts and 
components of Gross National Product, with a technical description 


a 
Ww 





public forecasts of the economic 
outlook. Most of them are con- 
fidential and practically all are 
constructed in terms of Gross Na- 
tional Product. I thought to my- 
self, could there be a more vivid 


times? So I am going to try to 
tell you the story of GNP in terms 
of its most popular function, that 





cross-reference to full employ- 
| ment. 

| You must remember throughout 
| that the device is still a contro- 
| versial one, and lacks the benefits 
of decades of seasoning. Critics 
|claim that the tax and deprecia- 


tion features are duplicated, that | 


the results are distorted by heavy 
| leverage factors such as the pro- 
ductivity trend, and that the per- 
| fections of mathematics cannot 
| hope to reflect accurately the 
subtleties and dynamics of what 
| goes on in business life. I have 
(Continued on page 420) 


demonstration of what this thing | 
is for than from the way it is/| 
actually being used in these tense | 


of forecasting, with a continuous | 





“ 
} * M + 

30 BROAD STREET 

Telephone HA 2-0322 


BRITISH SECURITIES 


GOVERNMENT BONDS 
INDUSTRIALS 


Bought—Sold—Quoted 


MAYER 


NEW YORK 4, N. Y. 
Teletype NY 1-94 








We believe cement companies will 
operate at capacity for several years. 


WE SUGGEST 








Oregon Portland Cement 
Consolidated Cement 
Riverside Cement 
Spokane Portland Cement 
Circulars Available 


LERNER & CO. 


Inactive Securities 
10 POST OFFICE SQUARE 
BOSTON 9, MASS. 
Tel. HUB 1990 Teletype BS 69 





Great American Industries 
Common 


United Drill & Tool 
(“B”) 


Kingan Co. 
Common & Pfd. 


Dayton Malleable Iron 


Common 


Air Cargo 


Common 


SIEGEL & CO. 


89 Broadway, N.Y¥.6 Digby 4-2370 


ACTIVE MARKETS==———== 


large volume 
of foreign 
trade. But a 
quick refresh- 
er course may 
help. Every- 
one remem- 
bers the war 
years, Most of 
us also re- 
member the 
years from 
1932 to 1937 
when there 
was a gradual 
recovery of 
employment 
and business 
prosperity ac- 
companied by 
Sik Giese a considerable 
increase in 
foreign trade. 


Prosperity and Foreign Trade 


| One of the longest upswings 
| since the beginning of the century 
|was from 1921 to 1929. Business 
| activity, employment, income, ex- 
| ports, imports—all were on the 
|increase. There are indications 
| that after 1926 a tendency for em- 
|ployment to sag may have been 
'temporarily averted by the con- 
| tinued increase of foreign trade. 
| Other high or growing years for 
| both are 1905-07 and 1912-13. 

| On the gloomy side, we are all 
'familiar with what happened in 
ithe Great Depression—how im- 
ports, exports, employment, in- 
| come, and almost every other in- 
dex of economic activity tobog- 
ganed. On a smaller scale, the 
|'same thing occurred in late 1937 
and 1938. Earlier in the century, 
'the years 1904 and 1908-11 had 
| given us previews of what was to 
come. 

Mathematical proof of which 
'changes first-—-employment and 
business activity, or foreign trade 
—must await the development of 
more accurate monthly data. We 

*Reprinted from “Journal of In- 
ternational Economy,” Jan. 5, 
1946, published by the Depart- 
ment of Commerce, Washington, 
i, Goa 

(Continued on page 413) 


Philippine Gold Shares 


United Paracale 
Masbate Consolidated 
San Mauricio 
Benguet Balatoc 
Mindanao Mother Lode 


Analysis upon request 


F. BLEIBTREU & Co., Inc. 


79 Wall St., New York 5, N. Y. 
Telephone HAnover 2-86381 























Getchell 
Mining Inc. 


Bought—Sold—Quoted 


HARRISON & SCHULTZ 


64 Wall St., New York 5 











Teletype NY 1-1942 














Phone HAnove: 2-7872 Tele. NY 1-621 
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The Future of Germany 


By ALLEN W. DULLES* 
Recently Head of OSS Mission in Germany 
Mr. Dulles Criticises the United Nations Program in Germany as 
Facing in Two Directions at the Same Time, Resulting in a Political 
and Economic Vacuum. Urges United States to Get Out of “The 
Concentration Camp Business,” 
It is now eight months since V-E Day. 


After World War I in less than seven months we had signed a | 





treaty of? 
peace with 
Germany. 
Possible we 
moved too 
rapidly then 
but I fear too 
slowly. now. 

We must 
not confuse a 
reasonable 
breathing 
spell after the 
end of hostili- 
ties with a 
Rip Van Win- 
kle sleep. 

It is time to 
take stock of 
our German 


What have the United Nations 
accomplished in Germany so far? 
We have inflicted a total military 
defeat on Germany—in contrast to 
1918: We have destroyed a large 
part of Germany’s great cities. We 
have crippled German industry 


piten 00. :ielinn policy, see as manager of our 
what has been 
done, what remains to be done ad 


and whether there is any program 
to accomplish this. The future of 
Germany may depend upon our 
policy over the coming months 
and the shape and direction we 
give it. 

Critics should be constructive. 
I have little sympathy with those 
who, like myself, have left the 
German scene for the quieter and 
pleasanter circumstances of pri- 
vate life, and then turn around 
and blame those who are working 
in devastated Berlin or Frankfurt 
in the bleakness of a German win- 
ter. I have just as little sympathy 
for hasty and intemperate press 
attacks on our public servants in 
Germany, or imputing to them 
motives. of favoring Nazis or 
building up German war poten- 


MR. CLIFTON 


Indianapolis 





| 


We are pleased to announce 


the. association with us of 


MR. DONALD Bo STEPHENS 


in our research department 


Paal Fi. Davis & Go. 


Members Principal Stock Exchanges 
Chicago Board of Trade 


10 South La Salle Street, Chicago 


Cleveland 





and disrupted German communi- 
cations. We are quite properly 
giving tHe Russians and other Al- 
| lies reparations in kind. But with 
|all this we are tending to create 
/an economic and political vacuum. 
& We have divided Germany into 
five zones of occupation and five 
_ditferent countries are occupying 
|them, with some _ coordination 
| through an Allied Council in Ber- 
|lin. In the American zone alone 
we have arrested upwards of 100,- 
000. Nazis and are trying the top 
culprits at Nurnberg. 

In the American zone we are so 
far committed to carrving out a 
prograni drafted in Washington 
months before V-E Day, which 
| Was an unsatisfactory compromise 

between the so-called Morgenthau 








trading department 
nd 


P. WALKER, JR. 


Rockford 








tial, etc. Such charges are false. 
General Clay, head of the Amer- 
ican Civil Government under 
General McNarney, is one of the 
ablest administrators I have ever 
met. He is fair, efficient and tire- 
less. He has several very able as- 
sistants—all too few for his im- 
mense task, which requires the 
combined skill of a statesman, 
diplomat, administrator and civil 
servant. 


CHERRY 7491-2-3 


ALISON & 





*Summary of Mr. Dulles’ re- 
marks before Foreign Policy As- 
sociation, Jan. 19, 1946. 
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Dividend Payable Feb. 1, 1946 || 


N Y 
.25 on Class B Shares JANUARY 15, 1946 





Earnings on B Shares 


ANNOUNCES THE OPENING OF ITS OFFICES AT 
1854 BUHL BUILDING 


DETROIT 


TO RESUME ITS BUSINESS AS 


Underwriters, Participating Distributors, Dealers and 


RANDALL COMPANY Brokers in Industrial Stocks and General Market Issues 


Members National Association of Securities Dealers, Inc. 


: 


TELETYPE DE 560 


COMPANY 


ESTABLISHED 1931 


plan to reduce Germany to an ag- 
ricultural state and those who op- 
posed this plan. Hence our pro- 
gram faces in two directions at the 
same time. 

So far our policy has stressed 


negatives. We have destroyed, de- 
centralized, de-Nazified, de-indus~- 
trialized and de-militarized. All 
this is only the natural and mer- 

(Continued on page 419) ee 








New York Boston 


January 22, 1946 





STONE & WEBSTER AND BLODGET 
INCORPORATED 


the change of its name te 


Stone & Webster Securities Corporation 


Chicago Philedeiphie 

















WE ARE PLEASED TO ANNOUNCE THAT 


LAURENCE HARRIS 


iS NOW ASSOCIATED WITH US AS MANAGER 
OF OUR MUNICIPAL TRADING DEPARTMENT 


C. J. DEVINE & CO. 


INC. Ky 
48 Wall Street, New York 5, N. Y. 


» 


ve 


ath 



































1945 — $1.01 atom 
Dividend .25 
Market 6°: — 74 


Circular on request 


HARDY & HARDY 


11 Broadway, New York 4 


Telephone Teletype 
Whitehall 3-4490 NY 1-960 \| 


14 WALL STREET 


Telephone: 

















Curb and Unlisted 


Securities 





MICHAEL HEANEY, Mgr. 
WALTER KANE, Asst. Mgr. 


Joseph McManus & Co. 


Members New York Curb Exchange 
Chicago Stock Exchange 


39 Broadway New York 6 








Jonuery 18, 1946, 





MELADY & Co. 


Members New York Stock Exchange 


The undersigned announce the formotion 
of the above firm to conduct a 


General Investment and Commodities Business 


NEW YORK. 5, N. Y: 
REctor 2-6300 


WILLIAM J. MELADY 

ARTHUR V. CROFTON 
FREDERIC C. SHIPMAN 
JOHN MELADY (Specie) 


Chicege ¢ Beston « Philadelphia «+ Pittsburgh ¢ Cleveland 
Cincinneti « St.lLevis «© Sen Frencisce 
S - ‘ea 
WE ANNOUNCE WITH PLEASURE THAT 
RALPH L. De GROFF 
% PREVIOUSLY COMMANDER, U. S$. N. R. 


FORMERLY WITH US FOR MANY YEARS AND 
RECENTLY RELEASED FROM THE ARMED FORCES 
HAS RESUMED HIS CONNECTION WITH US 





iy 





BALTIMORE 





MACKUBIN, LEGG & COMPANY 


NEW YORK 





























Digby 4-3122 Teletype NY 1-1610 











\ 


the Reopening of 


GRAEFE AND COMPANY 


608 Securities Bldg—-After March 1 Equitable Bldg. 
Des Moines, lowa 


upon return of Mr. Harry B. Graefe 
from military service 


Underwriters, Distributors and 
Telety pe Dealers of Municipal eo 
D.M. 363 and Corporate Securities 4~7297 


Announcing 
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G. M. Giannini & Co. 


G. M. Giannini & Co., Inc. will 
engage in a securities business 
from office at 20 Exchange Place, 
New York City. 


BALTIMORE 








Bayway Terminal 
Davis Coal & Coke 


Emerson Drug 
Common 


Fidelity Trust Co. of Balt. 


STEIN BROS. & BOYCE 


Members New York & Baltimore Stock 

Exchanges and ether leading exchanges 

6 S. CALVERT ST., BALTIMORE 2 
Bell Teletype BA 393 

New York Telephone Rector 2-3327 


| WHEELOCK  cummNs | 
} 
| 











BOSTON 





Anchorage Homes “A” 
| Dwight Manufacturing Company 
Johnson Automatics Inc. 
Metal & Thermit 
Naumkeag Steam Cotton 
Parker Appliances 
Valley Mould & Iron 
Woodward Governor 
Waltham Watch Company 





du Pont, Homsey Co. 


Shawmut Bank Building 
BOSTON 9, MASS. 
Capitel 4330 Teletype BS 424 








Mar -Tex Realization 
@ 1% 


(Oil and Gas Producer) 


Joseph Rinaldi With 
Lerner & Gompany 


BOSTON, MASS.— Joseph M.| 
Rinaldi has become affiliated with | 
Lerner & Co., 10 Post Office | 
Square. Mr. Rinaldi has recently | 
been serving in the U. S. Army. 
Prior thereto he was manager of 
the Stock Department for H. D. 
Knox & Co.’s Boston office. 


DES MOINES 








lowa Power & Light Co. 


Preferreds 


United Light & Rys. 


Preferreds 


Rath Packing Co. 


Common 





EQUITABLE BUILDING 
D MOINES 9, IOWA 


Phone 4-7159 Bell Tele. DM 184 | 





DETROIT 





Electromaster, Inc. 


Sheller 
Manufacturing Corp. 


Reports furnished on request 


MERCIER, Mc DOWELL 
& DOLPHYN 


Members Detroit Stock Exchange 
Buhl Bldg., Detroit 26 
Cadillac 5752 Tele. DE 507 





Alison & Go. Announces |j 


a 
—s 

Opening of Offices 

DETROIT, MICH.—Alison & 
Company announces the opening 
of its offices at 1854 Buhl Build- 
ing to resume its business as un- 
derwriters, participating distribu- 
tors, dealers and brokers in in- 
dustrial stocks and general mar- 
ket issues. 


Formation of Alison & Co. was 
previously reported in the “Fi- 
nancial Chronicle” of Nov. 15. 


Now Edwin D. Berl & Son 

SAN FRANCISCO, CALIF. — 
Warren H. Beri has been admitted 
to partnership in the investment 
business of Edwin D. Ber] and the 
firm is now known as Edwin D. 
Berl & Son. Offices are located 
at 333 Montgomery Street. The 
business was orginally established 
in 1882. 


Hutter in Brooklyn 
BROOKLYN, N. Y.—Elmer P. 


Hutter is engaging in an invest-| 


ment business from offices at 304 
Argyle Road. 





Southern Advance 
Bag & Paper Co. 


Common Steck 


Grinnell Corp. 


Common Steck 


BOENNING & CO. 
1606 Walnut St., Philadelphia 3 


Pennypacker 8200 PH 30 
Private Phone to N. Y. C. 
COrtlandt 7-1202 











A speculative inflationary hedge 


W. H. Beir & Co. 


Incorporated 
Inveetment Securities 
49 Federal St., Boston 10, Mass. 
Tel. HUB. 0810 Teletype BS 189 
New York Tel. CAnal 6-3667 
Philadelphia Washington Allentown 





Michigan Markets 
Dependable — Accurate 


Inquiries Invited 


WHITE, NOBLE & CO. 


Members Detroit Stock Exchange 


GRAND RAPIDS 2 
MICH. TRUST BLDG. 








Phone 94336 Teletype GR 184 








Easton Harrisburg Portland 


LOUISVILLE 











TRADING MARKETS 


Boston Edison 
Boston & Maine Prior Pfd. 


New England Lime Common 





Submarine Signal 


we 


Dayton Haigney & Company 
75 Federal Street, Boston 10 


Private New York Telephone 
REctor 2-5035 





American Barge Line 
American Turf Ass'n 
Girdler Corporation 
Hialeah Race Course 
Louisville Gas Pref. 
Winn & Lovett Grocery 





THE BANKERS -BOND . 


Incorporated j 





Ist Floor, Kentucky Home Life Bldg. | 
LOUISVILLE 2, KENTUCKY 














We Suggest 


: Oregon Portland Cement Co. 


Common Class ‘‘A”’ 


* Capacity—900,000 barrels annually. 
, value—around $18. 
* Good earnings all through war 
* Company would benefit substantial- 
ly tax reduction. 
, on’s huge highway program 
r te start. 
Market about 12% 


Circular available 


LERNER & CO. 
10 POST OFFICE SQUARE 
- BOSTON 9, MASS. + 
HUB 1990 Teletype BS 69 














Long Distance 238-9 Bell Tele. LS 186 | 








PHILADELPHIA 





H. H. Robertson 
Company 


Memos on Request 


BUCKLEY -BROTHERS 


Members New York, Philadelphia and 
Los Angeles Stock Exchanges 
1529 Walnut Street, Philadelphia 2 
New York Los Angeles 
Pittsburgh, Pa. Hagerstown, Md. 
N. Y. Telephone—WhHitehall 3-7253 

y, Private Wire System between 
Philadelphia, New York and Los Angeles 














Dealer Inquiries Invited 


Philadelphia Co. common 
Botany Worsted Mills pfd. & A 
Empire Stec! Corp. com, 
Central Steel & Wire 
Vineco Corp. 

John Irving Shoe common 
Warner Co. common 


H. M. Byllesby & Company 


PHILADELPHIA OFFICE 
Stock Exchange Bldg. Phila. 2 
Phone Rittenhouse 3717 Tele. PH 73 








ST. LOUIS 








Strix & Go. 


INVESTMENT SECURITIES 


SOS OLIVE STREET 


StT.Louts 1,Mo, 


Members St. Louis Stock Exchange 








| ead 


Public Utility Securities 








Two New Stock Issues—Tennessee Gas and Dallas Ry. 


Two new utility equities 


recently 


made their appearance— 


Tennessee Gas & Transmission, and Dallas Railway & Terminal. 


Tennessee Gas represented a 


headed by Stone & Webster and 


“negotiated deal,” 
812,100 shares of common stock being made Jan. 


the offering of 
15 by a group 
Blodgett and White Weld & Co. 


The stock proved popular, advancing to 16 compared with the offer- 





ing price of 12. 

The company was incorporated 
in 1940 to build and operate aj} 
pipe-line from the Stratton-Agua 
Dulce Field in Texas to West Vir- 
ginia, for delivery of gas under 
long-term contracts to subsidiar- 
ies of Columbia Gas and Consoli- 
dated Natural Gas. The line was 
built with Federal encouragement, 
and since Jan. 31, 1945 it has been 
delivering an average of over | 
200,000,000 cubic feet of gas a day. | 
Bond and preferred stock issues 
were successfully marketed last 
year, and part of the present is- 
sue of common. stock is designed 
to buy additional compressor sta- 
tions now being built by the RFC. 
(Of the 812,100 shares of com- 
mon stock, only 238,000 shares 
were obtained from the company, 
the remainder being purchased 
from certain stockholders). 

The prospectus did not give a 
very clear statement of earnings 
and dividends, The earnings sum- 
mary for the 12 months ended 
Nov. 30 indicated about $2.07 a| 
share, but after adjustment to a) 
pro forma basis earnings would be | 
reduced to around $1.48. How-| 
ever, the pro forma statement was | 
not intended as an estimate and | 
does not give effect to possible | 
changes in costs or taxes, or to ad- | 
ditional facilities which will be in | 
operation, etc. Judging from the | 
enthusiastic market reception af- | 
forded the stock, it appears likely | 
that buyers are anticipating earn- | 
ings somewhat in excess of the 
pro forma figures. 

The company will have to de-| 
vote a substantial amount of cash 
annually to payment of the sink- | 
ing fund installments on the) 
bonds and repayments of the bank | 
loan. In 1946 such payments will 
approach $2,000,000 and in 1947 
$3,000,000, with a slight offsetting 
decline in interest. Hence it 
seems unlikely that dividend pay- | 
ments will be on the generous 
side, although a substantial pro- 
portion of the funds required for 
debt retirement can probably be | 


obtained from depreciation, which 





@ 
& 





is currently at the rate of nearly 


much as $1 a share this would 
mean a return of 63% on the 
present price. 

Dallas Railway & Terminal 
common stock (162,500 shares, 
owned by Electric Power & Light) 
was offered at competitive bid- 
ding Jan. 21, First Boston sub- 
mitting the best bid, and the stock 
was to be publicly offered at 2344- 
2342 (assuming SEC approval). The 
figures on earnings and dividends 
as stated in the prospectus were 
not particularly encouraging. For 
the 12 months ended Oct. 31, 1945, 
$3.07 was reported earned and 
dividends of $1.50 a share were 
paid; but in the pre-war years 
1939 and 1941, according to this 
summary, there were no earnings 
and no dividends. However, the 
summary failed to give effect to 
cancellation in 1942 of an impor- 
tant charge for rental of Jeased 
property, and also for a substan- 
tial reduction in interest charges 
in 1944. Making cilowance for 
such pro forma adjustments, pre- 
war earnings would perhaps have 
been somewhere in the neighbor- 
hood of $1.50 a share, though this 
figure probably does not ade- 
quately reflect the present tax 
burden. 

Gross revenues in 1939-1940 av- 
eraged less than half the present 
level, but the management appears 
confident that, while there will 
be some recession after automo- 
biles come back, gross will never 
decline to the old pre-war level. 
The indicated current rate of divi- 
dends is $1.40, which appears 
quite reasonable in relation to 
present earnings, though careful 
management might be required to 
continue the rate indefinitely. 
This dividend would return a 
yield of nearly 6% on the retail 
offering price. While this is not 
generous as compared with yields 
on most transit stocks, it is under- 
stood that the stock was success- 


$2,000,000 a year. Assuming that | fully offered, with a considerable 


the company were able to pay as’ 


demand from Texas investors. 





the facilities of our 


trade in those 
our various 











PUBLIC UTILITY STOCKS 
We maintain an active market in the stocks of 
many public utility companies and through 


system are especially equipped to 


located. 


PAINE, WEBBER, JACKSON & CURTIS 


; 


direct private wire 


markets where 
offices are 














UTICA, N.Y. 





Utica & Mohawk 
Cotton Mills 


“Makers of Utica & 
Mohawk Percale Sheets” 


INQUIRIES INVITED 


MOHAWK VALLEY 
INVEST oe Se OMeANY 


238 Genesee St., Utica 2, N. Y. 





Tel. 4-3195-6 Tele. UT 16 

















| Te. 


American Gas & Power common & bonds 
Central Public Utility 52s 1952 
Crescent Public Service com. 

New England Public Service preferreds 
Northern New England common 


GILBERT J. POSTLEY & CoO. 


29 BROADWAY, NEW YORK 6, N. Y. 
Direct Wire to Chicago 
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The Challange of 


Human ne 


By HENRY FORD Ii* 
President, Ferd Motor Company 


Leading Auto Company Executive, Maintaining That Aim of Mass 


Production Is to Lower Costs and 


Improve Living Standards, Calls 


Attention to the Importance of the Human Factor in Production. 
Asserts if Problem of Human Relations in Production Can Be 


Selved, More Progress Can Be 


Made Than in Deyelopment of 


Machinery. Cites Losses Due to Strikes and Other Work Stop- 
pages, and Decline in Productivity of Worker as a Field for Im- 
provement Study and Calls for Closer Understanding Between Man- 


agement and Labor. 


Says Labor Unions Are Permanent, but Urges 


Strengthening of Their Leadership and Installation of Definite 


Industrial Relations Programs. 


What I propose to do is to outline a problem. That may not be | 


very considerate of me, but I take comfort from the fact that prob- involving as many as four million workers. 
lems are the® 


business of the 

Society of| 

Automotive | 

Engi.eers,and | 

that you have | 
never failed! 
to rise to any | 
difficult chal- 

lenge. Tre} 
problem, in 

my opinion. is 

one of the! 
greatest which | 

confronts 

American in-| 
dustry, for it) 
concerns hu-! 
man relation-. 
ships — rela-| 
tionships) 
which can 

either aid or impede our efforts | 
to achieve greater industrial af-| 

ficiency. And if you can help to) 

solve it—and I believe it needs | 

the benefit of scientific thinking | 

—you will have done much to in-| 

crease the well-being and the liv. | 
ing standards of America. 





Henry Ford, 2nd 


America’s Productive Capacity 


The ability of American aes ~ | 


prestige it enjoys at this particu- | 


try to produce has never had the 


lar moment in history. The job of | 
war production has been called a 
miracle. It confounded our ene-, 
mies and drew praise from our 
allies. In a very short time we 
armed the largest fighting force 
ever mustered on this continent; 
we built. armed and fueled com- 
bat ships and planes and tanks in 
quantities never before imagined’ 
we put billions of dollars of 
weapons into the hands of our 
allies all over the world. 


The mechanical principles which 
made possible this war production | 
record are not new to any of us— 
standardization of parts, “line” as- 

_sembly, the use of large, high-cost 
machine tools. These are the prin- 
civles all of us have-used for many 
years in ‘the manfacture of aute- 
mobiles. They are the principles of 
mass-production, and no group of 
men deserves a larger share of the 
credit for the rapid developme.at 

‘ of the mechanics of mass-produc- 
tion than this group here tonight. 

Mass-production is not an end 





*An address by. Mr. Ford be- 
fore the Society of Automotive 
' Engineers, at Masonic Hall, De- 
' troit, Mich. Jan. 9, 1946. 


(Continued on page 422) 











BURMA CORP. 


I desire to get the names and ad- 
dresses of the holders of the Guar- 
anty Trust Company American De- 
pository Receipts* for the stock of 
the Burma Corporation. 
By working together, it is be- 
lieved that the American holders 
con secure for their Receipts con- 
siderably more than the present 
Curb price. 
Arthur C. Babson 
Care American Consulate 
Madras, India 

New York Correspondent 

Howard G. Peterson 

Room 768 - 1775 Broadway 

New York City. CI 6-0550. 





*These receipts have no vote and 
hence there will be mo call for 
proxies. 





Company, 




















Problems After Victory 


By HAROLD STONIER* 
Executive Manager, American Bankers Association 

Dr. Stonier Contrasts Post-War Banking Position Following World 
War II and After Previous War, Contending That as Result of Post- 
War Planning, and Cooperation of Banks With Government, Nation 
Is in Sounder Position for Reconversion and Resumption of Normal 
Business Operations. Tells of Opposition of ABA to Peacetime 
Spending Measures in Congress and Its Support of Actions to Curb 
Further National Indebtedness and Avoid Further Inflation. Asks 


for End of Government “Guarantees” 


in Credit Transactions and 


Asserts Banks Are Prepared Independently to Aid Small Business 
Financing. Says Banks Are Sound and Calls for More Wealth 


With Less Money. 


In the year following the last war we had hundreds of strikes 





Unscrambling Pittsburgh Railways 


By J. GENTRY DAGGY 
Philadelphia Security Analyst 


Noting That Favorable Developments Have Taken Place in Last 
Two Years in the Position of the Philadelphia Company and Its 
Subsidiary, the Pittsburgh Railways, and That, Because of ihe 
Trusteeship, Cash Has Been Accumulated in Excess of $20 Millions, 
and Is Accumulating in Excess of Accrual on All Outstanding Pub- 
licly Held Securities, Mr. Daggy Proposes a Plan Whereby Guar- 
anteed Stocks and Bonds of Underlying Companies Will Be Ex- 
changed for a New Issue of Preferred Stock, and Offers io Purchase 
Other Underlying Securities at Stated Prices Made io Holders. 
Says Plan Would Curtail Obligation of Meeting Interest Accrually 
and Bring About —— of Philadelphia Company and Pittsburgh 


Railways. 
In January, 


1944, a group of institutions, firms and individuals 


| holding or ea 1: over $12,000,000 face value of Pittsburgh 


Railways sys- * 
tem securities | 





curities of Pittsburgh Railways 


addressed let- Co. and of underlying companies 


ters to Phila- | 


pany, Pitts- 
burgh Rail- 
ways’ parent, 


an agreement 
under the 
tentative 


(a) 
pending reor- 
ganization 





would be ter- 
minated, 
assets in the 
hands of the 
trustees would be returned to 
Pittsburgh Railways Co., and 
Pittsburgh Motor Coach Co., (c) 
cash so made available would be 
distributed to creditors and secur- 
ity holders, and (d) Philadelphia 
upon terms toe be 
agreed upon by negotiation, would 
submit an offer to purchase se- 


J. Gentry Daggy 





*U. S. SUGAR 


BENDIX HOME 
APPLIANCES 


**LIBERTY MAGAZINE 


TENNESSEE GAS & 
TRANSMISSION CO. 


TELECOIN CORPORATION 


Bought—Sold—Quoted 


*Circular on Request 


**Prospectus on Request 


J. F. Reilly & Co., ine. 


Members 
New York Security Dealers Assn, 
40 Exch. PL, New York 5, N. Y. 
HAnover 2-4785 
Bell. System Teletype, NY 1-2733-34-35 
Private Wires to 
Boston, Chicage & Les Angeies 











delphia Com- 


proposing con- | 
sideration of | 


terms of which | 
the then, 


proceedings | 


(b) | 





held by the public. 
On Feb. 9, 1944, Philadelphia 


|Company replied in part: 
.we wish to advise that 


Philadelphia Company is will- 

ing to enter into discussions 

along the lines you have sug- 

gested.” 

About two years have elapsed 
since this promising overture fell 
flat on its nose. To all intents 


and purposes, as far as public 
holcers of securities are con- 
| concerned, Philadelphia Com- 


pany’s letter might have been 
dated yesterday. 

In the meantime, despite the 
profound lethargy which has 
seemingly enveloped any prog- 
gress toward negotiation, con- 


structive developments have taken 


place. They may be summarized: 
1. The November, 1944, decision 


of the Pennsylvania Supreme 
Court upholding the validity of 


the several Philadelphia Company 
(Continued on page 424) 





Diversified 
Investment 


Fund 


A SERIES OF 
NEW YORK STOCKS, INC. 











HUGH W. LONG & CO. 


INCORPORATED 


48. W 
NE Wy 


Ait STREET “ 
YORK 5 


434 50. SPRING ST. 
LOS ANGELES 14 








However, there is oné 


@signiticant 


change of to- 
day as against 
a quarter of a 
century ago. 


Then they 
were. called 
conflicts be- 


tween capital 
and labor. To- 
day the con- 
flictsare 
called  labor- 
management 
co ntroversies. 

There was a 
time when 
some bankers 
were domin- 
ant in anown- 
ership way so 
‘ar as big in- 
dustry was concerned, but in the 
last 25 years ownership of indus- 
try has been diversified. Many of 
the people engaged in strikes to- 
day are also owners of stock in 
the corporations against which 
they are striking. Management 
and labor are therefore merely 
two names for people who all 
work for corporations owned by 
workers, managers, 
segment of the general public. 

It is apparent that the public 
feels that the acute phase of pres- 
ent labor trouble will soon pass. 
That is reflected in the Stock 
Exchange. Yet we cannot 
scientific methods alone evolve 


peaceful formulas for _ settling 
management-labor disputes. Hu- 
man emotions are eoncerned. It 
is somewhat analogous to finding 





Dr. Harold Stonier 








*An address by Dr. Stonier be- 
fore the 18th annual mid-winter 
session of the New York State 
Bankers Association, New York 
City, Jan. 21, 1946. 

(Continued on page 427) 


and a large 


by | 





Laurence Harris Joins 
C. J. Devine & Co. 


C. J. Devine & Co., Inc., 48 Wall 
Street, New York City, specialists 
in Government securities, an- 
nounce that Laurence Harris has 
resigned from the State Depart- 
meat to become associated with 
them as Manager of the munici- 
pal trading department. For many 
years Mr. Harris was Vice-Pres- 
ident of Fenner, Beane Corpora- 
tion and Manager of that firm’s 
municipal department. 

Shortly after Pearl Harbor Mr. 
Harris went with the Government 
as one of a small group of eco- 
nomic and industrial analysts in 
the Board of Economic Warfare 
who prepared reports to assist the 
Air Corps in mapping the stategic 
bombing campaigns against Axis 
Europe and Japan. He also served 
briefly in the American Embassy 
in London and later was attached 
to General Eisenhower’s head- 
quarters on the continent as an 
economic specialist, with the as- 
similated rank of Colonel. He 
spent the winter of 1944-45 in the 
field with General Bradley’s 12th 
Army Group Headquarters. 

Mr. Harris was formerly a mem- 
ber of the faculty of Yale Uni- 
versity and at one time conducted 
a course in municipal f-nance at 
the New York Stock Exchange 
Institute. 


Edward P. Field & Co. 
To Be Formed in NYG 


The New York Stock Exchange 
firm of Edward P. Field & Co. 
will be formed as of. Feb. 1, with 
offices at 37 Wall Street, New 
York City. Partners will be Ed- 
ward P. Field, Edward P. Field, 
Jr., and William V. Driscoll, the 
firm’s Exchange member. Mr. 
Field, Sr. was formerly a partner 
in J. R. Williston & Co., and Gude, 
Winmill & Co. Mr. Driscoll has 
been active as an individual floor 


‘broker, and was a partner in Gar- 


Bantel & Co. 


R. M. Torgerson Eto. 


Reinert M. Torgerson. member 
of the New York Stock Exchange, 
who, has been active as an indi- 
vidual floor broker, will form R. 
M. Torgerson & Co. with offices 
at 50 Broadway, New York City, 
effective Feb. 1. 


vin, 





LL 
Fox to Be Slaughter Partner 
Charles Slaughter & Co., 66 
Beaver Street, New York City, 
members of the New York Stoek 
Exchange, will admit Matthew S. 


‘Fox to partnership on Jan. 31. 





ave SS. 
INDUSTRIAL STOCKS 


PRIMARY TRADING MARKETS 


*Air Cargo Transp. 
Amer. Phenolic Corp. 

“Bendix Helicopter 
Bendix Home Appli. 
Bowser, Inc. 
Cinecolor, Inc. 
Great Amer. Indus. 
Greater N. Y. Indus. 

*Kaiser-Frazer Corp. 
Kellett Aircraft 
Liberty Aircraft Prods. 


All others traded 


Direct Private Wires between New York, 
Philadelphia, Boston and Hartford. 


*Majestic R. & Telev. 
Marmon-Herr’gt’n Co 
Merch. Distill. Corp. 

‘Myler Plastics. Corp. 

*Nat’l Vulcan’d Fibre 

*Pantasote Co. 

“Polaroid Corp. 

+ Reiter-Foster Oil 

Repub. Pictures, Inc. 

Rockwell Mfg. 





U. S. Air Conditioning 


* Prospectus upon request. 





J. ARTHUR WARNER & Co. 


120 Broadway 







COrtlandt 7-9400 TWX-NY 1-1950 


89 Devonshire St., Boston 


LAfayette 3300 
TWX-BS 208 


New York 5 


i On 
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Trading Markets 





Central Elec. & Gas 
Kropp Forge 
United Stockyards Pfd. 


C. L. Schmidt & Co. 


Established 1922 
120 South La Salle Street 
CHICAGO 3 
Tel. Randolph 6960 Tele. CG 271 








CARTER H. CORBREY & CO. 


Member, National Association 
of Securities Dealers 


Wholesale Distributors 
Middle West — Pacific Coast 


For 
UNDERWRITERS 
SECONDARY MARKET 
DISTRIBUTION 


CHICAGO 3 LOS ANGELES 14 
135 LaSalle St. 650 S. Spring St. 








State 6502 cc 99 | 








Consolidated Gas 
Utilities Corp. 


The Chicago Corp. 
The-Muter-Co. 


Circular on Request 


HICKS & PRICE 


Members Principal Stock Exchanges 
Chicage rd of Trade 


231 SO. LA SALLE ST., CHICAGO 4 
Randolph 5686—CG 972 





New York Office - 1 Wall St. 








Central Steel. & Wire, Com. 


Globe Steel Tubes Co., Com. 
*Wells-Gardner & Co., Com. 
*Woodall Industries, Inc., Pfd. 


*Prospectus Available on Request. 


‘ 
7 


‘ 


‘Paal F_Davis & Go. 


Established 1916 
Members Principal Stock Exchanges 
Chicago Board of Trade 
20 So. La Salle ‘St.,:Chicago 3 | 


Tel. Franklin 8622 Teletype CG 405 — 
s,lad. - ‘Reckford, Ill. 
+Cleveland, Ohio 








Corporation 
Puget Sound Power & 
Light ‘Co. 
Burgess Battery Co. 
‘Kropp Forge Co. 


, e 
GHICAGO 4 
231 So. La Saile'St. 


Chicago Stock Exchange 
Chicago Board of Trade 


Midland Utilities 
Midland Realization 


Write For M-3—~ 
A study of Midiand Utilities 


208 SOUTH LA SALLE ST. 
CHICAGO 4, ILLINOIS 
Telephone Randolph 4068 
Direct Private Wire to New York 

‘ Beli System CG 537 


| 
| 
| 
| 
| 
| 





ee Nene 








Dealer-Broker Investment | 
Recommendations and Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the fotlorping literature: 


' 








Bank and Insurance Stock Di- | 
gest—Discussion of several situa- 
tions—Geyer & Co., Inc., 67 Wall | 
Street, New York 5, N. Y. 


Graphic Stecks——900 charts pro- | 
viding statistics on virtually every | 
active stock listed on the New| 
York Stock and Curb Exchanges; | 
monthly highs and lows for the | 
past ten years; earnings and divi- 
jJends since 1936; capitalization 
of each company; volume of 
trading in certain important stocks 
—January issue, 160 pages, $10.00; 
Annual service (6 issues), $50.00 
—F. W. Stephens, 15 William 
Street, New York 5, N. Y. 

Lc. C. Comment—Current Re- 
ports—Vilas & Hickey, 49 Wall | 
Street, New York 5, N. Y. 

Also a memorandum on 
cago, Réck Island & Pacific. 

Market Opinion — Comments on 
Developments — Bennett, Spanier 
& Co., Inc., 10 South La Saile 
Street, Chicago 3, Ill. 


Chi- 


New York Bank Stocks—Com- 
parison and analysis of 19 New 
York Bank Stocks as of Dec. 31, 
1945—Laird, Bissell & Meeds, 120 
Broadway, New York 5, N. Y. 


Post War Beneficiary—Descrip- 
tive analysis of companies which 
should benefit from the automo- 
bile, building, and frozen food in- 
dustries—Raymond & Co., 148 
State Street, Boston 9, Mass. 


Rail Reorganization ‘Develop- 
ments—Discussion of current ac- 
tivity—H. Hentz & Co., 60 Beaver 
Street, New York 4,'N. Y. Also 
available is a leaflet of Research 
Comment on several issues, and a 
memorandum on A.°G. Spalding 
& Brothers, 'Inc. 





Refined Sugar Prices—Compar- 
ison of prices in World’ War I and 


World War IF, and the postwar! 
period, in the form of a chart— 
Lamborn & Co., 99 Wall Street, 


| New York 5, N. Y. 


Review & Forecast for Insur- | 
ance Stocks — Detailed study of | 


| outlook—Butler-Hutf & Co., 210} 


West Seventh Street, Los Angeles | 
14, Calif. 


Risk of Inflation—Study of cur- | 
rent trends in the current issue of 
the Investors’ Almanac — Esta- 
brook & Co., 15 State Street, Bos- 
ton 9, Mass., and 40 Wall Street. 
New York 5, N. Y. 

Threshold of the Future—Time-_. 
ly review of factors making for | 
1946 prospects in the latest issue | 
of “Geared to the News” Bulletin | 
—Strauss Bros., 32 Broadway, 
New York 4, N. Y. 

Alleghany Corporation — Study 
-——Vilas & Hickey, 49 Wall Street, 
New York 5, N. Y. Also available | 
is a study of Baltimore and Ohio. | 

Both for brokers and dealers | 
only. 


American Forging and Socket— | 
Cireular—De Young, Larson &| 
fornga, Grand Rapids National | 
— Building, Grand Rapids 2. | 

ich. ‘ 


American Service Co.—Circular | 
—Adams & Co., 231 South La Salle | 
Street, Chicago 4, Ill. 

Associated Gas & Electric — 
Memorandum in the January issue 
of the Preferred Stock Guide, 
which also contains comparative 
figures on public utility preferred 
and common stocks—G. A. Sax- 
ton & Co., Inc., 70 Pine Street, 
New ‘York 5, N. Y. 

Bowser, Inc. — special study— 
Goodbody & Co., 115 Broadway, 
New York City. 





if 


Trad ing Markets in 


Howard 


Telephone Central 4274 


BENNETT, SPANIER & Co. 


INCORPORATED ' 
105 SOUTH LA SALLE STREET 
CHICAGO 3, ILL. . 


Aircraft 





Teletype CG 1040 

















Analysis Available 





; 


Telephone Dearborn 1421 





Pacific- American Investors, flac. 


The Common Steek of this high leverage, closed 
end trust is currently selling at a discount of more 
than 15% of liquidating value. 


SILLS, MINTON & GOMPANY 
INCORPORATED 
Members Chicago Stock Exchange 
209 SO. LA SALLE ST... CHICAGO 4. TLL. 


| relopments—Lerner 
| 2ost 


| Oregon 


Also available is a. study 


Consol. Electric & Gas. 


Consolidatea cement Corp 
Jlass A—Bulletin on recent de- 
& Co., 10 
Office Square, Boston 9 
Vass. 

Also available are circulars on 
Portland Cement, River- 
jide Cement, and Spokane Port- 
and Cement. ° 


Consolidated Dearborn Corpo- 


| -ation—-Discussion of a real estate 


stock con®idered undervalued by 
scherck, Richter Company, Lan- 
lreth Building, St. Louis 2, Mo. 
Consolidated Gas Utilities anc 
‘the Chicago Corp.—Circulars— 
{fi¢ks & Price, 231 South La Salle 
treet, Chicago 4, IIl. 

Also available is a recent mem- 
randum on The Muter Co. 


Dayton Malleable Iron Co.— 
tudy of outlook and speculative 
wssibilities for appreciation for 
his company—Ward & Co., 120 
3roadway, New York 5, N. Y. Also 
‘vailable are late memoranda on 
Great American Industries; 


| Alabama Mills, Inc.; Douglas Shoe; 
'and Purolator Preducts. : 


Electromaster Inc. — Recent 
eport — Mercier, McDowell & 
Doiphyn, Buhl Building, Detroit 
26. Mich. 

Also available a 


report on 


| Sheller Manufacturing Corp. 


Farrell-Birmingham Co.— 
Analysis—W. J. Banigan & Co., 5( 
Broadway, New York 4, N. Y. 


Franklin County Coal—Anal- 
ysis of eondition and post-war 
orospects—F. H. Koller & .Co 
‘ne., 111 Broadway, New York 6 
N.Y. ° 


Gulf Atlantic Transportation Co. 
—Circular—Hanry & Hardy, 11 
Broadway, New York 4, N. Y. 
‘Also available is a memorandum 
on ‘Randall Company. 

Kearney & Trecker—-Memoran- 
dum ML showing prominent po- 
sition in industry, income, and 
dividend factors, working capital, 
growth, low price-earnings ratio 
and marketability—Blair F. Clay- 
baugh & Co., 72 Wall Street, New 
York 5, N. Y. 

Kendall Company—Descriptive 
‘circular—Seligman, Lubetkin & 


|\Co., 41 Broad Street, New York 4. 


New York. 
Also detailed circulars on Fash- 
‘on Park, Shatterproof Glass, Well- 


ney Preductions;: Foundation Com- 
pany; and Segal Leck & Hard- 
ware. 


| 
of 





man ‘Engineering Co.: Walt Dis- ' 


Lehigh Valley Railroad—Cir- 
cular — McLaughlin, Baird & 
Reuss, 1 Wall Street, New York 5, 
N. Y. 

Le Rei Company —Study of 
common stock as a sound specu- 
lative purchase —First Colony 
Corpor:.tion, 70 Pine Street, New 
York 3, N. Y. 

Also available are studies of 
Bishop & ‘Babcock, York Corru- 
gating, American Insulator. 


Mezchants Distilling Corp.—re- 
cent analysis—Faroll & Co., 208 
Soutii La Salle Street, Chicago 4. 
Illinois. 

Also available is an analysis of 
Standard Silica Corp. 

Michigan Public Service — In- 
formation—Otis & Co., Terminal 
Tower, Cleveland 13, Ohio. 

Also available is data on Ohio 
Water Service, Chicago Seuth 
Shore & South Bend, and Steep 
Rock Iron Mines. 


Midland Utilities and Mid'and 
Realization—detailed study— 
write for circular M-3—Fred W. 
Fairman & Co., 208 South La Salle 
Street, Chicago 4, Ill. 


New England Lime Company— 
Descriptive circular—Davyton 
Haigney & Co., 75 Federal Street, 
Boston 10, Mass. 


New England Public Service 
Co.—Analysis—Ira Haupt & Co., 
111 Broadway, New York 6, N. Y. 


Pacific American Investors, Inc. 
—Memorandum—Kitchen & Co., 
135 South La Salle Street, Chi- 
cago, 3, Ill. 


Pacific American Investors — 
Analysis of high leverage common 
stock—Sills, Minton & Co., Inc., 
209 South La Salle Street, Chi- 
eago 4, Ill. 


Panama Coca Cola—Circular on 
interesting possibilities — Hoit, 
Rose .&. Troster, 74 Trinity Place, 
New York 6, N. Y. 


Public National Bank & Trust 
Co.—-Analysis, for dealers only— 
C. E. Unterberg & Co., 61 Broad- 
way, New York 6, 'N. Y. 

Also for dealers only are anal- 
yses of National Radiater Co. and 
Republic Pictures. 


H. H. Robertson:Co.—Memoran- 
dum — Buckley Bros., 1529 -Wal- 
nut Street, Philadelphia 2, ‘Pa. 


Schenley Distillers Corporation 
—Brochure of articles they have 


| been running in the Chronicle— 
| write to Mark Merit, in care of 


Sehenley Distillers Corporation, 





DIRECT PRIVATE WIRES 


Bought—Sold—Quoted 
SPORT PRODUCTS, INC. 


Common Stock 


Memo available on request 


CRUTTENDEN & CO. 


Mats Vew York A Exchange aad Chicago Shock Exchange 
209° Sout La Saute Srazer 
Cuicaco 4, Inuors 
TEL DEARBORN CS09 


To 


First National Bank Bidg.- 
LINCOLN 8. NEB. 
TEL. 2-349 
EasT ano 


west CcOasTs 














‘Teletype CG 864 











Telephone State 8711 
New York Philadelphia 





—We Maintain Active Markets In— 
CHICAGO SO. SHORE & SO. BEND RR. Com. 
GALVIN MFG.:‘CORP. Common 
NORTHERN STATES POWER CO. 6 & 7 Pfds. 


H. M. Byllesby and Company 


Incorporated 


135 So. La Salle Street, Chicago 3 


Teletype CG 273 
Pittsburgh Minneapolis 
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350 Fifth Avenue, New York 1 
N. Y. 





Sunshine Consolidated Inc.— 
Memorandum for brokers and 
dealers—W. T. Bonn & Co., 120 
Broadway, New York 5, N. Y. 





U. S. Sugar—Circular—J. F. 
Reilly & Co., 40 Exchange Place, 
New York 5, N.Y. 

Victor Equipment Company— 
Special memorandum — Walston, 
Hoffman & Goodwin, 265 Mont- 
gomery Street, San Francisco 4, 
Calif. 





Wellman Engineering Company 
—Circular—Wm. J. Mericka & 
Co., Inc., Union Commerce Build- 
ing, Cleveland 14, Ohio. 


Chicago Personnels 


(Special to THe FINANcIaL CHRONICLE) 


CHICAGO, ILL. — John R. 
Duchesneau has become affiliated 








with A. C. Allyn & Company, Inc., | 


100 W. Monroe Street, after serv- 
ing in the armed forces. 





(Special to THe FINANCIAL CHRONICLE) 

CHICAGO, ILL. Melvin H. 
Esenberg has joined the staff of 
Ames, Emerich & Co., Inc., 105 
South La Salle Street, after serv- 
ing in the U. S. Army. 








(Special to THE FINANCIAL CHRONICLE) 

CHICAGO, ILL.—Roger K. Bal- 
lard, Jr. has become associated 
with Glore, Forgan & Co., 135 
South La Salle Street, after serv- 
ing in the U.S. Navy. 





(Special to THe FINANCIAL CHRONICLE) 

CHICAGO, ILL.—Herman Shir- 
wo is now connected with Roth- 
schild & Company, 135 South La 
Salle Street. Mr. Shirwo in the 
past was with J.S. Bache & Co. 





(Special to Tue FINANCIAL CHRONICLE) 

CHICAGO, ILL.—George Ham- 
fiton Beasley has rejoined the 
staff of Cruttenden & Co., 209 
South La Salle Street. 





(Special to THE FINANCIAL CHRONICLE) 

CHICAGO, ILL. — Stanley H. 
Morgan has joined the staff of 
Brailsford & Co., 208 South La 
Salle Street. 





(Special to Tur FINANCIAL CHRONICLE) 


PEORIA, ILL.—Robert J. Heid- 


en is with Taussig, Day & Co., | 


Enc., Alliance Building. 
Or — 


Martin Lazar Is With 
David A. Noyes & Go. 


(Special to Tere FINaNcIAL CHRONICLE) 


CHICAGO, ILL.—Martin Lazar 
thas become associated with David 
A. Noyes & Co., 208 South La 
Salle Street, members of the New 
York and Chicago Stock Ex- 
changes. Mr. Lazar was associated 
for many years with Brailsford & 
Co. and its predecessors in charge 
of the foreign bond department. 

EEE 


Kittell Expanding 

SAN PEDRO, CALIF. — With 
the return of his sons from over- 
seas duty in Germany and the 
South Pacific, J. C. Kittell, Sr. an- 
mounces the expansion of his fa- 
cilities to handle patents, imports 
and exports, in addition to se- 
curities. 








Melady & Go., NYSE 
Members, Is Formed 


Formation of the firm of Melady 
& Co., with membership in the 
New York Stock Exchange, has 
been announced. The general | 

partners are} 
Frederic C. 
Shipman, Wil- 
‘liam J.Melady 
(board mem- 


. WASHINGTON, D. C.. Jan. 2 


~ 


tiated in December. Just what! 
form the legislation will take and | 
to which Committee it will be re- | 


ber) and Ar-| ferred are still matters of specu- 
thur V. Crof-} lation. It is said that the Presi- | 
ton, member | dent's special message on the sub- | 


of the New 
York Produce 
Exchange. 
John Melady 
is a limited 
partner. 

Mr. Shipman 


ject has been postponed because | 
of the strike situation. 

Congressmen who are closely | 
concerned with the subject point 
out to the “Chronicle” that the 
British loan will not have easy 
sledding in Congress. It is said 


served eleven| that Jesse Jones, Leo Crowley, 
years withthe| Besnard Baruch and. Herbert} 
Securities and| Hoover are all opposed to the! 


Exchange|agreemeént which was announced 
Commission, 
and was a 
senior mem- 
ber of the investigation staff of 
the Commission’s New York Re- 
gional Office. He was the oldest 
employee in that office in point 
of service. Mr. Shipman began 
his career as an office boy with 
J. P. Morgan & Co. He organized 
and managed brokerage firms 
over a period of 10 years before 
joining the SEC. 

John Melady is well known in 
the grain trade in the United 
States and Canada in the export 
and import divisions. William J. 
Melady has been a member of the 
Stock Exchange for 15 years and 
Mr. Crofton has held membership 
in the Produce Exchange for 26 
years. 








out that if these four men 
called before Congressional Com- 
mittees and testify against the 
loan, their testimony will have 
very great weight. 

Mr. Jones has made his position 


Fred. C. Shipman 


the Houston “Chronicle.” (Mr. 
Jones’ views on the subject were 
described in an interview with 
the “Financial Chronicle’ pub- 
lished in the issue of Nov. 15, 1945 
on page 2323.) 

Mr, Crowley left the govern- 
ment service reportedly after the 
development of sharp differences 
of opinion as to the continuation 
of lend-lease. 
been urging a national inventory 
of this country’s resources before 
Congress embarks on any further 
large lend-lease program. 














Stephens & Walker 
With Paul H. Davis 


CHICAGO, ILL.—Paul H. Davis 
& Co., 10 South La Salle Street 
members of the New York Stock 
Exchange and other exchanges, 
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Produces ‘Toothmaster’ 
Professional Product Now 


Offered to Public 


A division of the Howard Air- 


craft Corporation, the Electric : Bin af 
Motor Corporation of Racine, oe the association with 
Wisconsin, which manufactures them of Donald B. Stephens as 


Manager of their trading depart- 
ment and Clifton P. Walker, Jr. 
in their research department. 


Mr. Stephens’ association with 
the firm was previously reported 
in the “Financial Chronicle” of 
Jan. 10. 


fractional horsepower motors, is 
reported to have a backlog of or- 
ders sufficient to operate its plant 
at full capacity for a full year 
without additional orders. 

This division is again producing 
‘the Electric Gum Massager and 
Toothbrush ‘“‘Toothmaster,’ which 


. , Proposed Loan to the United Kingdom 


Proposal Expected to Find Tough Sledding Among 
‘Members of Congress. Truman Action Seen De- 
* layed Because of Strike Situation. 


clear in a series of editorials in|} 


Mr. Baruch has} 


3—Congress is awaiting an early 


transmittal of President Truman's special message with regard to the 
British financial agreement nego-@— a 





Wisconsin Go. Promotes 
Three Branch Mgrs. 


MILWAUKEE.—The Wiscon- 
sin Company, 110 East Wisconsin 
Avenue, has announced the re- 
election of Robert A. Baird as 
president; he has been head of 
the firm since 1920 when it was 
established as successor to the 
bond departments of the First Na- 
tional Bank and the Wisconsin 
National Bank. 

Alan C. Hackworthy, recently 


| made manager of the firm’s Mad- 


last month. It is further pointed | 
are | 


ison office, First National Bank 
Building, was elected assistant 
vice-president. He has been with 
the company since 1935. 

Richard J. White with the firm 
since 1932 and in charge of the 
| Oshkosh office, was elevated from 
| assistant vice-president to vice- 





| president. 

| Paul J. O’Brien, in charge of 

the Wausau office and connected 
with the firm since 1922, was ap- 

| pointed assistant vice-president. 


Bernhard Seligmann 
Forming Own Firm 


| MILWAUKEE, WIS.—Bernhar¢d 
|F. Seligmann & Co. with offices 
|at 735 North Water Street to en- 
| gage in the investment business 
|For many years he was associated 
, with Givan Company in charge of 


local markets. 


} — 


Prout and Sterling With 
Carter H. Corbrey & Co. 


CHICAGO, ILL.—Harold. B 
Prout and Adolph E. Sterling 
have become associated with Car- 
ter H. Corbrey & Co., 135 South 
La Salle Street. Mr. Prout was 
for many years a wholesale rep- 
resentative with Smith, Burris & 
Co. and recently was with Slay- 
ton & Co. in their Chicago office 
Mr. Sterling has recently been in 
| the military service and prio: 
| thereto was with Joseph F. Dix- 
‘on & Co. 

















was originally intended as a den- 
tists help and created for the 
/massager. Production schedules 
for this item are being geared to a 
high level .in anticipation of a 
large public demand now that the 
“Toothmaster” is being sold out- 
side of professional circles. The |f 
/retail price is $12.50. A separate 
facility will be set up for the 
manufacture of this product and a 
fairly good-sized production is ex- 
pected by the latter part of Feb- 
ruary. 
Negotiations are reported to be 
in progress for sales rights for this 
item in various states, as well sai Seuthwestern Public 
in the Republic of Mexico and | 
certain other foreign countries. 
_ It is understood that the How- |) 
ard Aircraft Corporation intends | J) 
soon to change its name to How- 
ard Industries. SAO LTE 


Iowa Public Service 








PUBLIC UTILITY COMMON STOCKS 


American Railways Corporation 

Black Hills Power and Light Company 
California Water Service Company 

Central Arizona Light and Power Company 
Central Ilinois Electric and Gas Company 
Empire District Electric Company 

Gulf Public Service Company 


Lake Superior District Power Company 
Michigan Public Service Company 
Missouri Utilities Company 

Public Service Company of Colorado 
Public Service Company of Indiana 
Sioux City Gas and Electric Company 


AC.ALLYN*°COMPANY 


Incorporated 


| Chicago New York Boston Milwaukee Minneapolis Omaha 


Company 





Service Company 








135 SOUTH LA 





GENERAL CRUDE OIL 
‘CONSOLIDATED GROCERS 
CENTRAL ELECTRIC & GAS 

‘TENNESSEE GAS & TRANSMISSION 


*Prospectus available upon request 


DOYLE, O’CONNOR & CO. 


TNCORPORATED 


CHICAGO 3, ILLINOIS 
Telephone: Dearborn 6161 


CONTINUOUS 


Koehring Co. 
Nekoosa-Edwards Paper Co. 
Central Paper Co., Com. 


Compo Shoe Mach. Co. 


SALLE STREET 


225 EAST MASON ST. 








Teletype: cG!l 200 














THE SECURITIES OF 


Cons. Water Pwr. and Paper Co. 
Wisconsin Power and Light Co. 


LOEW I & CO. 


Members Chicago Stock Exchange 


PHONES—Daly 5392 Chicago: State 0933 


INTEREST IN: 


Standard Silica Co. 
National Tool Co. 
Northern Paper Mills Co. 
Froedtert Grain & Malt. Co. 
Hamilton Mfg. Co. 

James Manufacturing Co. 


MILWAUKEE (2), WIS. 
Teletype MI 488 


‘Olivo, Holahan & Go. 


s : 
Will Open; NYSE Firm 
Anthony T. Olivo will acquire 
the New York Stock Exchange 
membership of the late Norman 
Gunn and will form Olivo, Hola- 
han & Co. in partnership with Jo- 
seph R. Holahan, as of Jan. 31. 
Mr. Olivo and Mr. Holahan wilt 
be general partners in the firm, 
which will be located at 30 Pine 
Street, New York City. Frances S. 
Weekes and Florence N. Rhein- 
stein will be limited partners. Mr. 
Olivo was previously a partner in 
T. Sloan Young & Co. 





“A NON-CALLABLE MARGIN 
ACCOUNT—” 


Pacific - American 
Investors, Inc. 


Memorandum on Request 


KITCHEN &.CO. 


135 South La Salle Street 
Chicago 3, il. 
Tel. STAte 4950 Tele. CG 573 


- 





Active Trading Markets 





WNT! 


* American Service Co. 
Preferred, Class A and Common 


R. Hoe & Co., Inc. 


Common 


*E. & G. Brooke Iron Co. 


Common 


Interstate Aircraft 
& Engineering Corp. 


Common 





*Recent circular on request 


ADAMS & CoO. 


23! South La Salle Street 
Chicago 4, Illinois 
. Teletype CG 361 Phone State 0101 















{FVOOUNTHVVEU44 AEA 44SbE O09 FLSA ULAR AQAA SSRN A 


FINANCIAL 
ADVERTISING 


In All Its Branches 
Plans Prepared—Conference Invited 


Albert Frank - Guenther Law 


Incorporated 


131 Cedar Street New York 6, N.Y. 


Telephone COrtlandt 7-5060 
Boston Chicago Philadelphia San Francisco 
LL ec 








Macfadden Publications 
Gisholt Machine 


All Wisconsin Issues 


OLI EY, DAYTON & 


Member—Chicago Stock Exchange 
195 So. La Salle St., Chicago 3, Ml. 
G 262 Central 0780 
Offices in Wisconsm 
Eau Claire - Fand du Lac - La Crosse 




















Wausau 


Madison 
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| Real Estate Securities. 











News on Various Issues 


WE HEAR THAT: 


New York Title and Mortgage Company Series C-2 Trustee has 
sold the Hampshire House for $3,550,000 with all cash above the ex- 
isting mortgage. This will provide sufficient cash to make a prin- 
cipal payment of approximately $100.00 on each original $1,000 cer- 
tificate. It has not been determined whether an interim distribution 
will be made or wether it will be ®— 


paid on the semi-annual interest 
date June 30. The distribution will 
reduce each certificate to an un- 
paid amount of $570.00. 

79 Realty Corporation will 
make an interest distribution of 
$37.50 per $1,000 bond on Feb. 1. 
The previous payment made on 
Feb. 1, 1945 amounted to $25.00 
per $1.000. 

Alden Hotel Corporation in ad- 
dition to a 2% interest distribu- 
tion on Feb. 1 will provide about 
$40,000 to be used as a sinking 
fund for purchase and retirement 
of bonds. The 1945 sinking fund 
was approximately $39,000 but in- 
cluded about $16,000 real estate 
tax refund. 

The Lombardy which during 
1945 reduced the 3-5’s $250.00 by 
a pro-rata distribution from pro- 
ceeds of a prior lien placed upon 
the property will make an inter- 





REAL ESTATE 
SECURITIES 


| Primary Markets in: 





Hotel St. George, 4’s 
165 Broadway, 4'°’s 


870 - 7th Ave. 4'*’s 
(Park Central Hotel) 


Savoy Plaza 3-6’s, '56 
Beacon Hote!, 4’s 


. * 


SHASKAN & CO. 


Members New York Stock Exchange 
Members New York Curb Exchange 


40 EXCHANGE PL.,N.Y. Digby 4-4950 
Bell Teletype NY |-953 


Oo 








est distribution of $16.50 on each 
$750.00 bond on Jan. 31. 


Hotel Drake Corporation has 
asked bondholders to consent to 
amend the trust indenture so that 
it would not be possible to sep- 
arate the shares of stock from the 
bonds, so that the bonds might be 
sold or transferred while the 
stock was retained, the stock 
sold or transferred while the 
bonds were retained, or the bonds 
and stock sold separately or both 
retained, all in accordance with 
the individual desire of each 
holder of the bonds and stock. To 
acomplish this result, consents 
must be given by the holders of 
at least 6624% in aggregate prin- 
cipal amount of bonds outstanding. 
Broadway Motors Building will 
make an interest payment of 4% 
on Feb.1. Payment consists of the 
regular 2% semi-annual payment 
plus 2% to bring the total annual 
payment to 6%. 


S. S. Colt Addresses 
Quarter Century Club 
Of Bankers Trust 


The annua! dinner of the Quar- 
ter Century Club of Bankers 
Trust Company employees, was 
held at the Hotel Brevoort. One 
hundred and sixty members heard 
an informal address by S. Sloan 
Colt, President of Bankers Trust 
Company. The active member- 
ship is made up of 180 officers 
and employees of Bankers Trust 
Company who have been with the 
bank continuously for 25 years or 
more. Twenty-four members 
qualified im 1945. The six honor- 
ary members include Mr. Colt and 
five directors: Cornelius Bliss, 
Henry J. Cochran; Fred I. Kent, 
Paul Moore and Daniel E. Pom- 
eroy. The following new officers 
of the Quarter Century Club were 
installed: Godfrey M. Meyer, 
President; William R. Foiles, 
Vice-President and Mary L. Wal- 
lace, Secretary. The retiring of- 
ficers of 1945 are: Harry H. Mar- 


or 


| Scores Government Partisanship 
In Labor Disputes 


By CHARLES M. WHITE* 
President, Kepublic Steel Corporation 


Steel Company Executive Reviews Progress of Governmental Favor- 


itism Towards Organized Labor 


Which, He Contends, Has Given 


Labor Great Arbitrary Power at the Expense of the Balance of ihe 
Nation. Lists as Factors Creating Labor’s Monopolistic Control 


(1) Bias by Government Boards and Bureaus; 


(2) Bias by Courts; 


(3) Bias by Local Law Enforcement Officials; and (4) Absolute 


Lack of a Broad Coordinated Labor Policy. 


Holds Government 


Has Assumed Exclusive Rights of Management and Displaced Col- 


lective Bargaining, and Urges a 


Return to Fundamental Collective 


Bargaining, With Full Responsibilities Placed Upon Labor Unions 
and Employers Alike. Wants Unions Made Amenable to Anti-Trust 
Laws and Calls for Opposition to Union Political Activities. 


In one of the Cleveland papers on Jan. 4—the Gay 
President Truman’s recent talk—there was an editor ial, 


which was, 
“For they 
have sown the 
wind, and they 
shall reap the 
whirlwind.” 

To me this 
statement 
symbolizes 
Government 
interference 
in labor rela- 
tions and the 
results which 
have come 
from this un- 
wise policy. 
Certainly the 
wind has been 
sown and to- 
day we are 
reaping the 
whirlwind. We are seeing the 
climax of half a century of pro- 
gressively biased legislation de- 
signed to benefit one group—or- 
ganized labor. 

In that half century only one 
law has been passed which even 
remotely curbs the undue privi- 
leges given to labor. That, oddly 
enough, was passed during Presi- 
dent Roosevelt’s administration 
but over his veto, and legalized 
the National War Labor Board 
which had previously been created 
by executive order. It is the War 
Labor Disputes or Smith-Con- 
nally Act. 

This law, as you remember, for- 
bade the calling of strikes in 
plants operated by the Govern- 


Cc. M. White 


ment, provided for a strike vote, | 


and stopped campaign contribu- 


*An address by Mr. White be- 
fore the General Session of the 





tin, President; Peter J. Dugan, 
Vice-President and M. Agnes 
Sloan, Secretary. 


National Industrial Conference 
Board, Waldorf - Astoria Hotel, 
New York City, Jan 7. 1946. 





TITLE COMPANY 
CERTIFICATES 


BOUGHT - SOLD - QUOTED 





Complete Statistical Information 





L. J. GOLDWATER & CO. 


Members New York Security Dealers Assn. 
39 Broadway 


New York 6, N. Y. 
HAnover 2-8970 


Teletype NY 1-1203 


Since 





41 Broad Street, New York 


SPECIALISTS 


Real Estate Securities 


Seligman, Lubetkin & Co. 


Incorporated 
Members New York Security Dealers Association 


1929 


4 sAnover 2-2100 





_ | interest in labor as a group when, 








Trading Markets Maintained: 
Broadway Barclay 2/56 
Broadway Motors 1-6/48 

165 Broadway 41/58 
Savoy Plaza 3-6/50 
Westinghouse Bldg. 4/48 


J. S. Strauss & Co. 


455 Montgomery S:., Sa> Francisco 4 
Tele. SF 61 & 62 EXbrook 1285 








TRADING MARKETS IN 





Broadway Barclay 2s 1956 
Fuller Bldg. 214s, 1949 W. S. 
Gov. Clinton 2s 1952 W. S. 
Gramercy P. Big. 6s, 49 W.S. 
Grant Bldg. 2's, 1949 W. S. 
Hotel Lexington Units 
Hotel St. George 4s 1950 
Mayflower Hotel Corp. Stock 








150 Broadway 
Tel. BArclay 7-2360 





AMOTT, BAKER Be Co. 


Incorporated 


N. Y. Majestic 4s 1956 W. S. 
Roosevelt Hotel 5s 1964 
Roosevelt Hotel Common 

| Savoy Plaza 3s 1956 W. S. 

| Sherneth Corp. 534s, W. S. 

40 Wall St. 5s 1966 W. S. 

| 165 Broadway 414s 1958 

| 870 7th Ave. 41%s 1957 W. S. 


New York 7, N. Y. 


folloving 
the text of 





tions by unions for the duration 
| of the war. 

| Government first indicated its 
|in 1884, it created the Bureau of 
Labor in the Department of the 
Interior. 


Through a process of evolution 


Li | this Bureau finally emerged in 


| 1913 as the Department of Labor, 
headed by a cabinet member. 


It was the railroads which were 
| first the subject of labor legisla- 
tion. This began | more _ than half 


for public sup- 
portofthe 
strikers in the 
steel, automo- 
bile and elec- 
| tricalindus- 
itries. He ac- 
cused the ex- 
ecutives of the 
big corpora- 
tions as en- 
gaged in “an 
evil conspir- 
|acy” to pro- 
duce unem- 
ployment and 
force wages to 
lower levels 
“for the bene- 
fit of these 
large corpora- 
| tions” and re- 
| ferred to the 
| which they gain 








Philip Murray 


tax “kick backs” 
“under laws writ- 
ten at their behest.” He also as- 
serted that American industries 
were “fattened with war profits” 
and “are out to destroy labor 
unions, to provoke strikes and 
mulct the American people 
through uncontrolled profits and 
inflation.” Mr. Murray made no 
reterence in his address regarding 
“no strike” pledges in the existing 
contracts with the manufacturers, 
put in a public statement, the 


American Iron and Steel Insti- 











Teletype NY 1-588 

















a century ago 
eighties. 
At about the same time the Anti- 


in the eighteen- 


| Trust Act prohibited restraints on 


|interstate commerce, 


which the 


|Supreme Court held applied to 


| Strikes and boycotts when 
| were designed to accomplish such 





Y 


| ployee or 


they 


interference. 

Several provisions were _ in- 
cluded in the Clayton Act in 1914 
at the insistence of organized 
labor to free it of some of the 
restrictions of the Anti-Trust Act. 


In 1932 labor made another at- 
tempt and through the Norris- 
LaGuardia Anti-Injunction Act 
was freed from the penalties of 
the Anti-Trust Act. 


In 1933 the National Industrial 
Recovery Act was passed by Co.- 
gress. 

Most, if not all, of you have had 
experience with its provisions. 
Briefly, it was planned to regu- 
late all industry under voluntary 
codes or through Government li- 
censes, to fix minimum wages and 
maximum hoyrs, to guarantee 
workers the right to organize and 
bargain collectively, and prohibit 
employers from engaging in unfair 
labor practices. The rights of the 
employer were accorded some 
recognition in this Act. 

The following year President 
Roosevelt was given power to ap- 
point labor relations boards to 
carry out the provisions of the 
National Industrial Recovery Act. 

(Continued on page 36S) 


Murray Accuses Big Business of 
Evil Conspiracy 


CIO Head States Over Radio That Steel Executives Refused to 
Bargain With Union, but Refers to Negotiations Resumed at the 
White House. Says Industrial Magnates Want a Status Wherein 
| Millions Are Unemployed. American Iron and Steel Institute, Whose 
Members Employ 95% of Steel Workers, Accuses Unions of Vio- 
lating “‘No Strike” Clause in Contracts. 


In a radio address on the evening of Jan. 21, Philip Murray, Pres- 
ident of the United Steel Workers and head of the CIO, appealed 





tute, whose members employ 95 
of workers. in the steel industry, 
quoted the following clause taken 
from a typical contract: 

“During the term of this agree- 
ment, neither the Union nor any 
employee, individually or collec- 
tively, shal] cause or take part in 
any strike or other interruptions 


e\or any impeding of production at 
lany 


plant of the Company cov- 
ered by this agreement. Any em- 
employees who violate 


| the provisions of this Section may 
‘be discharged from the employ of 


ithe Company 





in accordance with 
the procedure of Section 8 of this 
agreement.” 

The text of Mr. Murray’s radio 
address as ‘recorded and tran- 
scribed by the New York “Times” 
is as follows: 

Our nation tonight faces a very 
serious crisis. Hundreds of thou- 
sands of American workers are 
idle in the steel, automobile, elec- 
trical manufacturing and meat 
packing industries. 

The request of the workers in- 
volved in these disputes is for a 
wage increase. But the _ issue 
which has been drawn by the 
corporations is of much graver 
importance to the American peo- 
ple. The outcome of the present 

(Continued on page 385) 
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Ohio Municipal Comment 


By J. AUSTIN WHITE 


Everybody is exclaiming about how high the municipal market 
is today. Despite all the hullabaloo about high prices, a careful com- 
parison indicates that, on the whole, prices at which Ohio municipals 
are selling today are no higher than the prices that prevailed for sev- 
eral months of 1945—during April, May and June of 1945. 


Of many new issues that have been sold in Ohio during the past 
several weeks,® a onde Ra ats 


during all of 
which time 





‘Ohio Treasury Has 


municipal Over $200,000,000 
3 5 


municipal 
market 
risen steadily, 


‘probably the) 
which | 


issue 
sold at the 
highest price 
was a total of 
$1,042,000 
Marion, Ohio, 
bonds sold 
Saturday, Jan. 
19. Of these 


bonds, $642,- | 


has} 


The State of Ohio’s treasury 
balance stood at $200,181,352.04 on 
Jan. 15, the first time in the 
State’s history that such a formid- 
able figure obtained. In announc- 
ing the balance—which is not to 
be confused with the surplus—, 
State Treasurer Don H. Ebright 
stated that the total was about 
$65,500,000 more than existed a 
year ago and compared with an 
aggregate of $190,169,458 at the 





000 due 1947-| end of 1945. 


71 


J. Austin White 14s 


sold as' 


Included in the $200,181,352 
is $70,000,000 in inactive 


with $400,000 bank balances, nearly $95,000,000 


due 1947-66 as Is on an all or 
none basis at 101.17. 

This may appear to be a high 
price indeed, but it may not seem 
so terribly high when compared 
with a sale last May 17, 1945, of 
$310,000 Bexley School District, 
Ohio, bonds due 1946-65 as Ils at 
about 100%. 


Of course, possibly Bexley 
should sell higher than Marion, 
but the market these days 
makes little distinction in price 
between quality, or anything 
else anymore. And, the truth of 
the matter is that the Bexley 
issue did sell higher last May 
than the Marions sold-last Sat- 
urday. 


Another comparison might be 
made with a sale made last July 
23, 1945, of $3,000,000 Cincinnati 
School District bonds due 1946-69 
as Is at 101.08, and a sale July 
30, 1945, of $2,815,000 Hamilton 
County’s due 1946-67 as 1s at 
100.535. (Admittedly both Cincin- 
nati and Hamilton County should 
sell higher than Marion, but 
present market prices may not 
actually be too far apart). Some 
of the Hamilton County bonds 
from this issue are still available 
in the market at the time of this 
writing. 


Comparison of Prices Today and 4istricts. 


Last Year on Smaller Issues 


in United States Government 
| bonds and $35,000,000 in cash and 
active deposits. A breakdown 
showed that $154,215,557 .was in 
general fund revenues, $17,740,009 
in highway funds, $11,687,429 in 
liquor funds, and $6,805,655 in the 
poor relief account. There were 
also a number of smaller ac- 
counts. 
EEE . 


Held on Securities Charge 

COLUMBUS, OHIO—Ernest 
Cornell, Securities Commissioner 
for Ohio, announced the arrest of 


J. Calvin Reese, president of the 
State Building & Loan Co., and 
‘George T. Currier, a licensed se- 
curities dealer, both of Columbus, 
on charges of obtaining money 
under false pretenses and making 
false statements on the solvency 
of banks or the value of stocks 
and bonds. They were specifically 
accused of persuading stockhold- 
ers to sell them shares in the Old 
Fidelity Bldg. Loan & Savs. Co. 
at depressed prices by represent- 
ing the company as being in bad 
financial condition and holding 
| mortgages on properties in poor 
Mr. Cornell said that 
|Reese gained control of the Old 


Now, let us compare the present | Fidelity company and changed its 
prices at which the many smaller name to the State Building & 


school districts in Ohio are now 


selling new issues with the prices | 
at which similar issues sold last | 


year. The issue of this type which 


has probably sold at the highest | 


Loan. 


| Mrs. Roome Dead ; 


Mrs. Katherine Roome, wife of 


price this year was the sale on' Kenneth Roome, a partner in the 


Jan. 8, 1946, of $250,000 Jackson 
Township School District, Frank- 


brokerage firm of Hardy & Co., 
30 Broad Street, New York City, 


line County, due 1947-71 as 1%48 was found suffocated after she 


at 100.89. Some other similar new | 


issues have sold lately as follows: 
$275,000 Madison Township School 


District, Montgomery County, due | 


1947-69 sold 1/7/46 at 1%s at 
100.53; $100,000 Washington 
Township School District, Frank- 
lin County, due 1947-71. sold 
1/14/46 as 1%s at 100.18; $164,000 


Gorham-Fayette School District. | 


Fulton County, sold 


1%s at 100.29. 


Such issues were apparently 
selling for even higher prices 
last April, May and June. On 
June 6, 1945, Anderson Town- 
ship School District in Hamilton 
County sold $350,000 bonds due 
1946-69 as 114s at 101.07. On 
June 8. 1945, Bellevue, Ohie, 
sold $175,000 bonds due 1946-75 
as 1s at 100.78. While these 
two issues brought the highest 
prices for such type of bonds 
last year, there were several 
other similar issues selling last 
year at prices equally high as, 
if not actually higher than, the 
prices at which such bonds are 
_selling today. On 5/19/45 
‘ Geauga County sold $75,000 
bends due 1946-70 as 1'%4s at 

(Continued on page 425) 


1/18/46 as a 
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(had been trapped by a fire that 
destroyed their home in Tenafly, 
New Jersey. 


Ohio Municipal — 
Price Index 


Date— ° 
16, 1946 24° 
an. 9 
Jan. 2 
Dec. 26, 
Dec. 19 
Nov. 14 
Oct. 17 
Sep. 19 
Aug. 17 
July 18 
June 
May 
Apr. 
Mar. 
Feb. 
Jan. 
Jan. 
Jan. 
Jan. 
Jan. 
Jan. 
Jan. 


~ 
°o 


1945 
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. 1945 
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» 1963... 

, 1942__ 
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Jan. » 1939... 2.78 
Jan. , 1938__ 2.98 


*Composite index 
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2.55 
20 bonds 


for +1¢ 


, lower grade bonds. 110 higher grade bonds 


$Spread between high grade and lowes 
grade bonds. 

Poregoing data compiled by J. A. White 
&.Co.. Cincinnati. 
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syndicate included Paul H. Davis 
& Co., Merrill Lynch, Pierce, Fen- 
ner & Beane, and Paine, Webber, 
Jackson & Curtis. 

The .company said proceeds 
“rom the sale of 21,912 shares of 
the total will be added to working 
capital for general corporate pur- 
poses, including the acquisition of 
canteens and replenishing the 
types of candy, gum and nut can- 
teens. The company also is plan- 
ning to acquire a new type of 
candy canteen, a soft drink can- 
teen and a canteen grill for vend- 
ing hot sandwiches. 

The balance of the stock is be- 
ing sold by trusts and individual 
stockholders. Company intends to 
apply for listing of its 450,000 
shares on the New York Stock 


Exchange. 


* * * 


Barium Steel Corp. of Canton, 
O., has reported it plans to ac- 
quire control of Republic Indus- 
tries, Inc., operating four manu- 
facturing companies with plants 
in Cleveland, Detroit, Toronto and 
Pottstown. 


Next Monday, Barium stock- 
holders will meet to vote on a 
proposed increase in autherized 
shares from 1,000,000 to 2,500,- 
000. Six hundred and fifty 
thousand of the shares would be 
applied to finance purchase of 
the companies which would 
boost Barium’s total concerns to 
10 in diversified lines. 


The Cleveland companies are 
Jacobs Aircraft 
Porcelain Steels division. 

The companies all produce 
stampings, principally for the 
automobile industry, airplane en- 
gines, aircraft and hydraulic 
equipmént and marine engines. 


# 4 HK 





Society for Savings Bank an- 
nounced the election of Mervin B. 
France, first vice-president, as a 
member of the board of trustees 


Pritchard to assistant vice-presi- 
dent and assistant secretary. 

Robert D. Fisher has resigned 
as secretary of Cleveland-Cliffs 
Iron Co. and Cliffs Corp. of Cleve- 
land, to assume the position of 
financial vice-president of the 
University of Southern Califor- 
nia, President E. B. Greene of 
Cleveland-Cliffs announced. 

In his newly-created post. 
Fisher will be responsible for all 
of the financial and business af- 
fairs of the university, including 
management of a large building 
program to be started. 

Prior to joining the Cliffs com- 
panies, Fisher had been vice- 
president of Western Reserve Uni- 
versity. where he served for eight 
years. He is a graduate of Western 
Reserve Law School. 

+ . * 


Cleveland’s five largest banks 
recorded historical peaks in total 
deposits and resources, according 
to year-end statements. 

Boosted savings accounts were 
the principal reason in pushing 
deposits in these banking houses 
to a record $2,220,589,268, a gain 
of almost 188 millions from Sep- 
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Ohio Brevities 
Offering of 129,966 common shares, $5 par value, of Automatic 
Canteen Co. of America, was “beautiful and smooth,” according io 
the members of the underwriting group. 
Hornblower & Weeks and Central Republic Co., Inc. both of 
Cleveland, and associates offered the stock at 2314. 
of the offering the stock had reached 25. 


On the morning 





Other Cleveland firms in thee 


Engine Co. and. 


and the promotion of D. James. 





tember 30 and compared with $1,- 
989,777,971 at the end of 1944. 


The banks exhibited resources 
of $2,354,127,000, surpassing the 
previous high of $2,240,467,000 set 
at the end of the June quarter 
last year. 


Other categories reaching new 
tops were U. S. Government hold- 
ings of $1,365,437,000 and total 
loans of $526,559,000. 


The five banks are the Cleve- 
land Trust Co., National City 
Bank, Central National Bank, 
Society for Savings and Union 
Bank of Commerce. 


Individually, the Cleveland 
Trust moved up to 16th largest 
bank in the country as deposits 
climbed to $1,052,732,000, estab- 
lishing it as the first billion-dol- 
lar bank in the Fourth Federal 
Reserve District. In savings de- 
posits, the bank is sixth largest in 
the U. S. 

bo te He 

President Charles J. Stillwell 

has announced that Warner & 


(Continued from page 382) 


Ohio and Michigan Bar 
New Kaiser Stock Sale 


Dealers in the States of Ohio 
and Michigan will be unable to 
participate in the sale of the new 
issue of 1,800,000 shares of $1 par 
stock of the Kaiser-Frazier Corp., 
which was offered for public sub- 
scription on Jan. 23 by a syndi- 
cate headed by Otis & Co., Cleve- 
land, at a price of $20.25 a share. 

According to the Associated 
Press, the Assistant Director of the 
Ohio State Securities Division dis- 
closed that Otis & Co., had with- 
drawn its application to register 
the stock, after the division had 
asked for further information to 
show whether the new automobile 
company’s financial condition had 
improved sufficiently to warrant 
the increase in price of the new 





‘shares as compared with that at 


which the initial issue was sold. 
The ban on sales in Michigan, the 
press association reported, results 
from the provisions of the State’s 
Blue Sky laws which requires that 
stock issues subsequent to the ini- 
tial financing must not amount to 
more than 20 times the corpora- 
tion’s earnings. The Kaiser-Fra- 
zier Corp., has not as yet gone 
inito production. . 











| CINCINNATI 
SECURITIES 


‘Horan & Grischy 
UNION TRUST BLDG. 


CINCINNATI 2 
Teletype CI 347 




















NASD District 10 
Elecis Joseph Head 


CLEVELAND, OHIO—John E, 
Joseph of John E. Joseph & Co., 
of Cincinnati, was elected Chair- 
man of the District No. 10 Com- 
mittee (for Ohio and Kentucky) 
of the National Association of Se- 
curities Dealers, Inc. 

Mr. Joseph, who has served on 
the committee for two years, suc- 
ceeds Edward E. Parsons; Jr., sec- 
retary of Wm .J. Mericka & Co., 
of Cleveland, according to Shel- 
don D. Clark, Secretary of Dis- 
trict 10. 


New members of the commit- 
tee are Harold L. Emerson, Pres- 
ident and Treasurer of H. L. Em- 
erson & Co., Inc., Cleveland, and 
Alvin J. Stiver, President of 
Saunders, Stiver & Co., also 
Cleveland, and. Oliver Goshia’o 
Goshia & Co., Toledo. 


Mr. Emerson, past Chairman of 
the Northern Ohio Group of the 
Investment Bankers’ Association 
of America, has been in the se- 
curities business since 1919. He 
was district manager in Cleveland 
for Chase, Harris Forbes Corp. 
until he organized his own firm 
in 1933. Stiver, who started his 
company in 1931 after entering 
the securities business with the 
old Union Trust Co. in 1924, is a 
director of the Cleveland Stock 
Exchange and secretary-treasurer 
ag Northern Ohio Group o 


Firm Name Will Be 
McLaughlin Reuss Co. 


Harold S. Baird will retire from - 
partnership in McLaughlin, Baird 
& Reuss, 1 Wall Street, New York 
City, members of the New York 
Stock Exchange, on Jan. 31 on 
which date the firm’s name will 
be changed to McLaughlin, Reuss 
& Co. Alvin J. Delaire will ac- 
quire the Exchange membership 
held by Mr. Baird. 
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‘The Tragedy of Industrial Conflict 


By C. E. 


WILSON* 


President, General Electric Company 


Leading Industrial Executive Asserts That When Million Men Walk 
Picket Lines “It Is Another Atomic Bomb Which Threatens Our 


Existence.” Holds That When ! 


industrial Strife Exists We Live in 


Unpleasant and Tragic Hours and Must Avert It Before It Destroys 
Us. Calls for a More Tolerant Attitude in Management-Labor Dis- 
putes and Accuses Union Leaders of Villification. Says We Have 
Lost Our War Unity and Strength and Are Lashing Out im All Di- 
rections With No Clear-Cut Enemy and the Wounds and Scars Will 
Be Worn for a Long Time. Attacks Labor’s Demands as Incon- 
siderate of Economic Factors and as Being Tantamount to Giving 


Up the Enterprise System. 


Just about a year ago things were very different with us. 


So 


much has happened to the United States of America in 12 months, 


so much that 
will be writ- 
ten in bold 
jetters down 
the years by 
historians, 
that it seems 
almost incon- 
ceivable. 
Three years of 
World War 
had shocked 
and hammered 
us into the 
greatest fight- 
ing and pro- 
ducing ma- 
chine that the 
world has 
ever seen—or 
ever will see, 
for that mat- 
ter, because by the very nature 
of things that kind of war will 
never again be waged. In spite 
of our armadas of thousands and 
thousands of planes, in spite of a 
fleet grown to such proportions 
that the mighty British Navy be- 
came little more than one of its 
associated task forces, in spite of 
radar and jet propulsion, and 
rocket bombs, and bazookas, and 
a thousand other refinements and 
progressions in the art of destruc- 
tion, this was a conventional war, 
conceived and directed ‘along 
traditional lines, with the mar- 
shaling of defense and attack and 
the measuring of force by force, 
steel against steel, and man 
against man. It was a tremendous, 
deafening, catastrophic, tragic 
spectacle—but differing only in 
degree from those which preceded 
it in human history. 

A year ago we were very tired 
of war, tired of our mounting 
dead, tired of the everlasting ef- 
fort required to hold up our end, 
physically tired of the vast ex- 
penditures of courage and deter- 
mination, tired of frustration and 
deprivation. And the end, if you 
will remember, did not seem so 


Charles EB. Wilson 


*An address by Mr. Wilson be- 
fore the Clarkson College Alumni, 
Jan. 19, 1946. 


0 ees na 


| very near. In Europe our armies 
were battered and bruised from 
the Battle of the Bulge, and at 
home our confidence was shaken. 
‘In the Pacific we were heart- 
| breakingly far from our goal. If 
'we had one great holiday wish, 
as a nation, it was to be rid for- 
‘ever of this conflict in which we 
| were engulfed—rid of it victor- 
jiously, to be sure—but rid of it 
i'none the less. 
| Then, in a few short months, the 
miracle had happened ad we had 
our wish. We have it now, this 
peace for which we fought so 
hard. We are standing on the 
tnreshold of the Golden Age, the 
rude blueprints for which we used 
to inspect and redraft furtively 
during the battle, in order to keep 
up our spirits and remind our- 
selves that things were going to 
be better, just over the hill. This 
is Our peace—how do you like it? 

There is only one thing that 
brings such a group as this to- 
gether, or any group of alumni 
‘rom an institute of higher learn- 
ing, and it is not pure nostaglia 
or simple gregariousness. You are 
here because you are a product of 
the organized itch for knowledge, 
richly endowed by generations of 
tough-minded men who were not 
2ontent with the status quo, either 
in the world at large or within 
themselves. You are here not 
simply because you went to school 
and want to recall some of the 
gifts and experiences which re- 
sulted—but because of the con- 
viction that others must follow 
you now and next year and next 
decade, and the traffic along this 
nighroact must never cease to 
move forward. Particularly in 
your case, it seems to me, you are 
here because of the future which 
is unfolding, and not merely to 
commemorate the past with social 
pleasantries. And tonight — how 
do you like as much of that future 
as you can see? 

Ail of us have earned our hon- 
orary degrees as doctors of hind- 
sight, or almost all of us. There 

(Continuea on page +28) 
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BOREN BILL 


The Hon. Lyle H. Boren, Congressman from Oklahoma is working 
to have the Boren Bill acted upon by the Interstate and Foreign 
Commerce Committee. So many issues have been before Congress 
that the Boren Bill is being side-tracked for those issues to be con- 
sidered. Public interest in the Boren Bill will urge the committee to 
action and you are requested to write to Hon. Clarence F. Lea, 
Chairman, Interstate and Foreign Commerce Committee, Capitol 
Building, Washington, D. C., urging him to call a meeting of the 
committee for the purpose of voting on the Bill. You will also please 
urge and request other people to write similar letters, especially 
people with political influence. 


The Boren Bill is important to corporate traders as well as to 
municipal traders, and all members of our organization should do 
what they can to help its passage. 


BALTIMORE SECURITY TRADERS ASSOCIATION 


The Baltimore Security Traders Association announces that its 
annual midwinter dinner will be held on Jan. 25, at 7:30 p.m., at the 
Lord Baltimore Hotel. J. W. Butler, Baker, Watts & Co. is chairman 
of the entertainment, committee. 


SECURITIES TRADERS ASSOCIATION OF DETROIT 
AND MICHIGAN 


The Securities Traders Association of Detroit and Michigan, Inc., 
announce the appointment by the National Association, of Edward 
T. Bennett, Jr., of M. A. Hanley & Co., to the National Corporate 
Securities Committee of the Association, and Harold R. Chapel, of 
McDonald-Moore & Co., to the Publicity Committee. Paul I. More- 
land, President of the Detroit unit, announces the appointment of 
John K. Roney , of Wm. C. Roney & Co., a former President, as Na- 
tional committeeman from Michigan, and Herbert J. Schollenberger, 
Jr., as Alternate Committeeman. Mr. Schollenberger, who recently 
returned from the Service, is back at his former post with Campbell, 
McCarty & Co. 


THE OXFORD CASE 


The Corporate Committee of the National Security Traders Asso- 
ciation, of which Victor Mosley, Stroud & Company, Philadelphia, is 
Chairman, is studying. carefully the Oxford case which, at least by 
inference, defines in the opinion -of the Securities and Exchange 
Commission, brokerage and principal transactions. This matter will 
be taken up at the meeting of the National Committee in Chicago 
on Jan. 30, at which time, after a thorough study by counsel, it will 
be determined what action, if any, to take in this particular regard. 

Mr. Mosley in a letter to the 2,300 members of the NSTA said: 


To All Members: 


“On Friday, Jan. 4, 1946, (SEC Release 3769), tne Commission 
announced revocation of Broker-Dealer registration of the Oxford 
Company, Inc., Washington, D. C., undoubtedly with justification, 
but bringing forth, in no uncertain manner, the so-called ‘riskless 
transaction’ theory. 


“The officers of your association and members of the committee 
are closely following this matter and have discussed it with numer- 


ous people, both in and out of the Commission. The following 
extracts are from the release: 


“* A firm which makes a purchase to fill an order solicited by 
it when it knew it did not have the securities on hand is making 
that purchase for its customers—in fact and within the meaning of 
the Act. Such a transaction is, therefore, a brokerage transaction 
under the statute... . 


“*Under these circumstances the firm must fulfill the obligations 
of brokerage in the transaction: among other things, to refrain from 
acting adversely, to refrain from taking secret profits, to make the 
best deal for the customer at the best price obtainable, and to con- 
firm as agent making specific disclosure of the amount of its 
remuneration. .. . 

““The decision initially made by the firm to recommend the 
purchase of a security which it did not own was a voluntary decision 
which committed the firm to the role of brokerage.’ F 

“The importance of this matter should demand the immediate 
attention of all bodies and associations of the Security business. 


Communications or recommendations as to courses of action. will be 
welcomed by the committee.” 


Wm. Devine Asst. Treas. 
For W. E. Pollock & Co. 


Wm. E. Devine has been ap- 
pointed assistant treasurer of Wm. | 
E. Pollock & Co., Inc., 20 Pine | 
Street, New York City. 


Simon to Admit Moch 
ST. LOUIS, MO.—I. M. Simon 
& Co., 315 North Fourth Street, 
members of the New York and St. 
Louis Stock Exchanges, will admit 


Edgar J. Moch, Jr., to partnership 
‘as of Jan. 31. 
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Ohio Brevities 


(Continued from page 381) 
| Swasey Co., Cleveland machine 
tool builders, is entering the road 
machinery field with the manu- 
facture and sale of a new grading 
‘machine to be known as the 
“Gradall.” { 


The machine, which is of a de- 
sign permitting earthmoving in 
places not ordinarily accessible to 
previous types of excavating 
equipment, is the invention of 
Ray Ferwerda, a Cleveland con- 
tractor, and Warner & Swasey is 
licensed to build the machine un- 
der his patents. 

The machine, hydraulically 
operated, has an expandable 24- 
foot loom of are-welded con- 
struction, utilizing the welding 
technique, and experience gained 
by Warner & Swasey during the 
war in the manufacture of radar 
antennae. 


“Field results have convinced 
us that this machine will be an 
excellent item to supplement 
our regular machine tool busi- 
ness,” Stilwell stated. “Produc- 
tion in our plant is just now 
getting under way and the ma- 
chine is not expected to be 
ready for market until the mid- 
die of the year.” 

t 


% * 


Elmer L. Lindseth, president of 
the Cleveland Electric Illuminat- 
ing Co., and George Buffington, 
bank executive’ vice-president, 
were elected new directors of Na- 
tional City Bank. 

Bank shareholders increased 
capital stock of the bank from $9,- 
000,000 to $10,000,000 by declaring 
a stock dividend of 62,500 shares 
of common, payable one share for 
each 9 shares outstanding. The 
stock will be distributed on or 
about Feb. 4. 

% boty % 

George C. Brainard, new presi- 
dent and general manager of Ad- 
dressograph-Multigraph Corp., of 
Cleveland after 18 years at the 
helm of General Fireproofing Co. 
of Youngstown, has been reap- 
‘pointed chairman of the board of 
directors of the Federal Reserve 
Bank of Cleveland and Federa} 
Reserve Agent in the Fourth Dis- 
trict for the eighth straight year. 

us t* * 

C. J. Laufersweiler and Rob- 
ert H. Anderson have purchased 
the Cleveland factory branch of 
Bendix Home Appliances, Inc., 
and have been made sole dis- 
tributors of the Bendix Auto- 
matic Laundry. The company 
will be known as Northern Ohio 
Appliances, Inc. 

a 


Will Form Reimer Go., 
New Exchange Firm 


Reimer & Co. will be formed as 
of Jan. 31 with offices at 48 Wall 
Street, New York City. Partners 
will be Otto B. Reimer, member 
of the Exchange, Harry R. Enge- 
man, who will acquire the mem- 
bership of Mr. Reimer, general 
partners, and Rudolph Reimer, 
limited partner. Mr. Reimer has 
been active as an individual floor 
broker. Mr. Engeman was a part- 
ner in Pershing & Co. 


Dean Witter & Co. to 
Admit Four Partners 


SAN FRANCISCO, CALI F.— 
Dean Witter & Co., 45 Montgom- 
ery Street, members of the New 
York and San Francisco Stock Ex- 
changes and other leading Ex- 
changes, will admit Douglas G, 
Atkinson, Talbot P. Kendall, Phil- 
lip J. FitzGerald, and Frank F., 
Walker to partnership on Feb. i, 
Mr. Atkinson was formerly a2 
partner in Stewart, Scanlon & Co, 
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Expansion of Expor 


Import Bank in  Offing 


By HERBERT M. BRATTER 
Writer Quotes From President’ Truman’s Message as Giving Indica- 


tion That the Lending Authority of 


Expanded Beyond the $3.5 Billion’ 


Initiation of International Bank for 


the Export-Import Bank Will Be 
Statutory Limit: Sees Delay in 
Reconstruction and Dev:lopment 


and a Consequent Heavier Burden on Export-Import Bank, and 


Notes New Personne! Taken on to 


In an address before the District of Columbia Bankers Association | tional Retail 


Meet Expanded Operations. 


on Jan. 21, Mr. Wayne Chatfield Taylor, President of the teat 


Import Bank >» 
of Washing- 
ton, predicted 
that .Congress 
will act favor- 
ably onthe 
British loan 
agreement 
Mr. Taylor de- 
scribed the} 
workof the, 
Export-Import; 
Bank and. the | 
problems with | 
»« which it must 
~ contend under | 
the disturbed 
conditions 
prevailing) 
abroad today. | 
The possibil- | 
ity ofare-| 
quest that Congress increase the 
loan and guaranty powers of the | 
Export-Import Bank is foreshad- 
owed in President Truman’s mes- | 
sage to Congress this week. In the | 
budget portion of the message, | 
under the heading. ' ‘International — 





Herbert M. Bratter 


| cotton export fund, the Bank will 








Financial Programs,’ the Presi- | 
dent states that that $3:5 billion | 
credit institution has already. in| 
fiscal 1946 negotiated loans total: | 
ing $1,010 millions and will prob- | 
ably soon be committed to an- 
other $195 millions. Adding the 


shortly have used up $1.3 billions, 
“and it is expected that demands 
on its resources will increase” 
during the remaining. months of 
this fiscal. year. “I anticipate that 
during the period covered by this 
budget the Bank will reaeh this 
[$3.5 billion] limit’. . I may 
find it necessary to request a fur- 
ther increase in its lending. au- 
thority at a later date,” the Pres- 
ident added. 

The Budget message does not 
say definitely that such a request 
will come sometime during the 
next fiscal year. But usually well 
informed sources in Washington 
foresee the possibility that the re- 
| quest may come within the next | 

(Continued on "page 429) 





Upholds Lean to Britain 


4 se Committee of American 


Branch of International Chamber 


of Commerce Endorses. Measure as “A Major Step. im the Restor- 


ation of World Commerce.” 


Foresees Grave Danger of Economic 


“Blocs”’ if. Britain Is Not Aided. Says “True Purpose and’ Effect of 
the Loam Is to Arrest’ Trend’ Toward Nationalization.” 


The Executive Committee of the United States Associates, Inter- | 
national Chamber of Commerce, announced on Jan. 18 its support of | 


the proposed three and three qua 


rters billion dollar loan to Great | 


Britain and recommended that Congress approve the loan agreement: | 


Announcement of the action w 
‘man of the United States Associat 
the General Electric Co. 

The United States Associates is 
the successor, in broadened’ and 
reorganized form, of the old 
American Section of the Interna- 
tional Chamber of Commerce. The 
membership of the United States 
Associates includes individual 
business concerns and leading’ na- 
tional business organizations, 
among them the National Foreign 
Trade Council, the National Asso- 
ciation of Manufacturers, the 
American Bankers Association and 
the Chamber of Commerce of the 
United States. 

The statement of the Executive 
Committee follows: 


STATEMENT ON PROPOSED 
BRITISH LOAN 


By the Executive Committee of 
United States Associates, In- 
ternational Chamber of Com- 
merce, Jan. 17, 1946. 


The Executive Committee of 
the United States Associates has 
examined the financial agreement 
between the United States and the 
United Kingdom, signed Dec. 6, 
1945, providing for a. 3%. billion 
dollar line of credit. 


The Committee considers finan- 
cial aid to the United Kingdom 
and an agreement with the United 
Kingdom on policies with respect 


to trade and foreign exchange to 
be essential to any program for 
restoring multilateral trade in 
which we ourselves are so deeply 
interested. The agreement that is 
now submitted to Congress is the 
result of long and careful negotia- 
tions by representatives of both | 
governments, and has been rati- | 
fied by the British Parliament. | 
We believe it should be accepted | 
by our Congress. The conclusions 








as made by Philip D. Reed, Chair- | 
es and Chairman of the Board of | 





o— on 


reached from’ an analysis of the | 
proposal are: 


Conclusions 


1; The Committee believes | 
that the extension of the line of. 
credit on the terms and condi- | 
tions’ proposed would be a ma- | 
jor step in the restoration of | 
world commerce and toward the 
elimination of state direction 
and control. The forces of pri- | 
vate enterprise throughout the | 
world would be strengthened. 

2. The proposed loan would | 
by no means solve Britain’s fun- | 
damental economic problems. | 
That can be done only through | 
rehabilitation and moderniza- 
tion of her productive facilities, | 
and the rebuilding of her ex-| 
port trade on sound and effi- | 
cient lines. The credit would, | 
however, give Great Britain a) 
breathing space in which to re- | 
adjust her economy to her new | 
economic position. 

3. This credit arrangement 
must not be regarded as estab- | 
lishing a pattern for similar 
loans to other countries. For)! 
reasons that are stated herein, | 
the British case is unique. The 
Committee is concerned over) 
the growth of inflationary ten- | 
dencies in all countries, and 
urges prudence in the develop- | 


ment of our foreign lending | 
program. Excessive lending of 
public funds will not only mean | 
a heavier burden upon the U. S. 
taxpayer, but we may find that, 
instead of financing a sound re- | 
covery, we are repeating the 
experience after World War I) 
when we contributed to financ- 
ing a boom and generating the 
(Continued on page 429) 


Lays Shirt Scarcity 


to OPA 


Gordon K. Creighton, of NRDGA, Holds Low Priced Apparel Items 
Ought to Be Progressively Decontrolled Rapidly and “Men's Shirts 


Would Be a Good. Place to Start:’” 


Says Materials and Labor Are 


Avajlable and Full Production Would Soon Bring Prices Back io 


Normal Level. 


A suggestion that OPA use the decontrol] method to relieve the 


| current shortage of men’s shirts was made on Jan. 21 by Gordon K. 





|.Creighton, As- 
| sistant Gen- 
eral. Manager 
of the Na- 


Dry Goods 
| Association. 

He told the 
Annual Con- 
vention of 
The Und er- 
wear & Neg- 
ligee Sal es- 
men’s Ass’n. 
in the Hotel 
Pennsylvania 
in. New York 
City: 

“Such ac- 
tion, follow- 
ing close on 
the heels of 
the joint announcement by OPA 
and CPA last week of ‘incentive 
pricing’ of rayon linings for men’s 
suits in order to relieve the short- 
age there, would be an earnest of 
OPA’s. determination to correct 
the situation speedily. The grave 
deficiencies in supplies of men’s 
wear which are denying ‘civvies’ 
to returned veterans and clothes) 





Gordon K. Creighton 





“Thus far, OPA efforts to aid 


| production have been almost non- 


existent. It seems to have taken 


-| unto itself the right to direct the 


nation’s economy in pathways 
fixed by limitations instead of the 
traditional broad highway of pro- 


_| duction. 


“Among the few products which 
that agency has seen fit to release 


-_| from its controls are, as of today: 
-| Magicians’ tricks, comb cleaners, 


shoe horns, manhole covers, glass 
ice balls for chilling without di- 
luting food and beverages, napkin 
rings, portable door stops, eye- 


»| brow brushes, and cemetery flower 


vases with invertible insert and 
designed to be so placed into the 
ground that the top of the vase is 
flush with the ground level. 


“The OPA also has no objection 
to the manufacture and _ sale, 
without price ceilings, of alumi- 
num horse shoes; toothpicks, sleigh 
bells and any baseball equipment 
except balls, bats, gloves, mitts, 
apparel and shoes. 


“The whole situation seems like 
a bad moment from Alice in Won- 


to men’ generally call’ for more|‘erland. Only in our case we 


realistic policies. 





can’t shout, *You’ re only a pack 


of cards!’ 


and watch our troubles 
collapse. 

“Low-priced apparel items 
ought to be progressively de-con- 
trolled as rapidly as possible, 


|Men’s shirts would be a good 





place to start. 

“Millions of veterans, as well as 
other men, are unable to buy 
shirts today. There is no lack of 
cotton, machinery or labor for the 
making of shirts. But the OPA, 
for reasons known only to itse 
has created a phony scarcity 
shirts. 

“Now if Mr. Bowles really wants 
to start giving business—and shirts 
—back to the common people he 
can do one of three things: 

“1. Take off all price controls 
from shirts. Shirt makers wilk 
flood tne market and prices will 
drop to around prewar levels 
after an initial advance. 

“2. Keep price controls, but lift 
the ‘Maximum Average Price’ re- 
strictions which force certain 
shirt manufacturers to limit their 
sales even though the goods have 
been produced. 

“3. Aceomplish either of the 
foregoing with white shirts only. 
This would serve as a guide case 
to help the OPA determine how 
best to decontrol the thousands 
of other items now restrained. 

“A limit, such as ‘shirts at $5.00 
or under, or ‘shirts at $4.00 or 
under’, might be required by OPA. 
But we would begin to get shirts 
for the long-suffering public. Fur- 
thermore, in the light of the ex- 
perience’ on shirts, OPA could 
then proceed intelligently on a 
program of decontrol of other 
low-priced apparel.” 
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The proposed merger of Alton (in reorganization) and the Gulf, 
Mobile & Ohio moved a long step forward last week when the final 
date for filing objections in the United States District Court passed 
without the filing of any objections. The Court had set Feb. 19 for 
hearings on any objections to the proposed plan but now with 


holders of the various affected securities 
the whole proceedings will be ex-® 
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apparently in full accord 


pedited. There are still a number 
of mechanical! steps to go through 
out it is generally expected that 


| the proceedings may be consum- 
'mated and the new securities is- 


sued well before midyear. The 


| Alton bonds are to receive $500 


in new Gulf, Mobile & Ohio In- 
some 4s, 2044 and 7% shares of 
Gulf common. 

Acquisition of the Alton prop- 
*rties will materially improve the 
status of Gulf, Mobile & Ohio, 
giving it a through line from Chi- 
cago to the Gulf of Mexico at 
Mobile and New Orleans. The 
orocess of growth of this system 
1as been an interesting and profit- 
able one. The start was made in 
1933 when the old Gulf, Mobile 
& Northern leased the properties 
of New Orleans Great Northern 
which was just emerging from re- 
organization with a sharply re- 
juced fixed debt structure. This 
zave access to the important port 
of New Orleans. In 1938 the Mo- 
vile & Ohio (in reorganization) 
was merged with Gulf, Mobile & 
Northern to form the present 
Gulf, Mobile & Ohio. This step 
extended the system lines north 
to St: Louis and was highly im- 
portant in giving a considerably 
longer haul on north bound triffic 
originating on the lines of Gulf, 
Mobile & Northern and New Or- 
leans Great Northern. Now the 
Alton is to be acquired, extending 
the system lines north to Chicago. 


It is notable that three of the 
four properties which will make 
up the system will have under- 
gone financial reorganization in 
the process of each of which fixed 
charges have been, or will be in 





the case of Alton, drastically cut. 
It is indicated that fixed charges 
on completion of the Alton mer- 
ger will be in the neighborhood 
of $1,380,000. This is only nom- 
inally above the combined charges 


of the old Gulf, Mobile & North- | 
Great | 
Northern, and quite a bit lower | 


ern and New Orleans 
than the individual charges of 
either the Alton or Mobile & 
Ohio prior to reorganization. In 
other words, taking the old Gulf, 
Mobile & Northern, which sur- 


vived the depression without re- | 
ceivership or bankruptcy, and its | 


leased line as a base system mile- 
age will have been trebled since 
1938 and a through north-south 
line created with the addition of 
only about $200,000 to fixed 
charges. Moreover, once the Alton 
merger is consummated it is ex- 
pected that a refunding operation 
encompassing most, if not all, of 
the system non-equipment fixed 
debt will be undertaken. 


Most rail analysts view the 
post-war business prospects of 
Gulf, Mobile & Ohio with a large 
degree of optimism. It has been 
stated that most of the plants 
built in the service area for war 
purposes were financed with pri- 
vate rather than Government cap- 
ital. Thus their chances of being 
converted to peace time uses ap- 
pear good. This is in line with the 
general industrial growth that was 
in evidence for many years prior 
to the war emergencyy. A sus- 
tained high level of trade through 
Gulf of Mexico ports is indicated. 
Extensive oil development is un- 
der way in Mississippi adjacent to 
the company’s lines. This will cer- 
tainly bring traffic benefits and 
may also turn out to be an im- 
portant source of non-operating 
income as the company has exten- 
sive land holdings of its own in 
the area. 

If traffic reaches anticipated 
levels the earnings prospects will 
be particularly bright. There are 
expense benefits from the orig- 
inal Mobile & Ohio-Gulf, Mobile 
& Northern merger still to be 
realized. To this will be added 
economies as well as traffic ben- 








61 Broadway 
Telephone—Dligby 4-4933 








Railroad Bonds and Stocks 


PFLUGFELDER, BAMPTON & RUST 


Members New York Stock Exchange 


New York 6 
Bell Teletype—NY 1-310 











St. Louis - San Francisco 
Railway Company 


(when issued) 


Complete arbitrage proposition on request 


SUTRO BROS. & CO. 


Members New York Stock Exchange 
120 BROADWAY, NEW YORK 5, N. Y. 
Telephone REctor 2-7340 


Legal Proceedings Takento Protect 
Holders of Tokyo Electric Bonds 


Petition Entered in New York Supreme Court for Appointment of 
New Trustee in Place of Mitsui Bank, Now in Liquidation in New 


York, So That Measures May Be Taken to Protect Equity of Foreign 
Bondholders. Proceedings May Set Pattern for Similar Action in 
Other Defaulted Issues in Axis Countries. 

An unprecedented procedure for the protection of American and 


tice William C. Hecht, Jr. of the 
New York Supreme Court on 
February 4th next. Edna N. 
Schwarz, a bondholder, acting in 
behalf of herself and of all hold- 
ers of like bonds, has filed peti- 
tion with the Supreme Court to 
remove The Mitsui Bank, Ltd., of 
Tokyo, as trustee under the trust 
agreement which secures the bond 
issue, and to appoint a successor 
trustee or trustees. 

The original principal amount 
of the bonds totaled $125,000,000, 
due 1953, and comprised Dollar, 
Sterling and Yen series. The peti- 
tion points out that interest and 
principal are payable in New 
York, London and Tokyo, “in 
time of war as well as in time of 
peace, whether the holder of the 
bonds or of the coupons be a citi- 
zen or a resident of a state friend- 
ly, neutral or hostile to the Gov- 
ernment of Japan.” The New 
York fiscal agent of the bond is- 
sue is Guaranty Trust Co., and in 
London the banking firm of Laz- 
ard Bros. & Co. Ltd. More than 
$50,000,000 of the bonds are still 
outstanding and unpaid. 

Louis S. Posner, 170 Broadway, 
New York City, filed the papers 
as attorney for the petitioner. 

Interest, sinking fund and other 
major defaults have occurred 
since Pearl Harbor, and severe 
war damage has been 
upon the underlying properties 
which. constitute the security of 
the bonds, the petition alleges, 
but neither Tokyo Electric Light 
Co. as issuer nor Mitsui Bank as 
trustee of the bonds is capable of 
functioning or fulfilling the cove- 
nants or fiduciary obligations of 
the trust agreement. 


Pointing out that the Allied 
Forces of Occupation are in con- 
trol of the industries of Japan in 
accordance with the laws of war 
and that the numerous holders of 





efits expected from the Alton 





merger. Finally, the system as a 
program for 100% dieselization of 
its motive power which, it has 
been estimated, will bring impor- 
tant operating savings. Many rail 
analysts characterize the Gulf 
stocks as among the most inter- 
esting speculations in the field. 


inflicted | 





foreign investors in bonds of the Tokyo Electric Light Co., Ltd., of 
Japan, will be heard before Jus-#————— 





bonds are scattered throughout 
the United States, Great Britain 
and Asia, and unorganized, the 
petitioner asks the Supreme Court 
to declare the trusteeship of Mit- 
sui Bank vacant, or to remove it 
from office, and to appoint a suc- 
cessor trustee 


“so that such steps may be taken 
as may still remain possible for 
the conservation and reclamation 
of the lands, rights and properties 
mortgaged for the security of the 
numerous bondholders. . . . Such 
a trustee, vigorous, vigilant and 
unhampered, is a vital and im- 
mediate requisite to afford such 
protection, to represent and con- 
serve the rights of your petitioner 
and other bondholders similarly 
situated, and to minimize the 
hazards of further and irrepar- 
able loss.” 

The Mitsui Bank conducted a 
branch office in New York City 
until the outbreak of the war. It 
is now being liquidated by the 
Superintendent of Banks. 

On March 26, 1938, the Japanese 
Imperial Government nationalized 
the public utility industries of 
Japan and guaranteed payment of 
the principal and interest of the 
Tokyo Electric bonds. At that 
time that company was serving 
electric current, according to 
Moody’s Manual, to approximate- 
ly one-fifth of the entire popula- 
tion of Japan, owned 92 electric 
generating stations and 24,113 
miles_of transmission and distri- 
bution lines, as well as valuable 
undeveloped water power sites 
and large tracts of land. 

Mr. Posner expressed the view 
that while the application as filed 
by him may have no precise prec- 
edent, it is nevertheless based 
upon well settled and familiar 
principles of law and _ supported 
also by the broad equitable powers 
which the Supreme Court of the 
State inherited from the Chan- 
cery Courts of England. 

It is believed that if the pro- 
ceedings are successful the way 
may be found for similar action 
in other foreign issues which de- 
faulted before as well as during 
the war. 
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Murray Accuses Big Business of Evil Conspiracy 


(Continued from page 380) 
struggle will directly affect every 
American household. oxy 

That is my reason for bringing 
to you this evening a message 
from these workers and the mem- 
bers of their families who, aware 
of the stake involved, are pre- 
pared to endure all the hard- 
ships and the sacrifices that may 
be necessary in order that the 
common people shall enjoy their 
rightful heritage. : 

Since the. early part of 1942, 
practically four years, there have 
been no general wage increases 
in the large basic mass produc- 
tion industries of our country. 
But, as you well know, the cost 
of living since that time has 
steadily and sharply risen higher 
and higher. 

In part, the rise in the cost of 
living during the war was met by 
larger earnings due to increased 
weekly work time. This, of 
course, did not mean any increase 
in their standard of living but 
simply that they earned more 
money by working longer and 
harder and, thereby, increased 
war production. 

Even before V-E Day the CIO 
endeavored through the medium 
of the War Labor Board to obtain 
a general wage increase. We did 
so because we knew that immedi- 
ately following V-E and V-J Day 
there would be a sharp drop in 
weekly earnings. War plants re- 
turning to civilian production and 
with a looser labor market would 
eliminate all overtime working 
hours and accomplish widespread 
downgrading. 

We knew that when this oc- 
curred—in the face of the contin- 
uous rise in the cost of living— 
the slash in weekly earnings 
would bring terrifying and dis- 
astrous hardships to the workers. 

Government officials, in their 
public statements, have repeatedly 
confirmed these fears. It became 


mind you, the wage loss already 
incurred. 

The union sought unsuccess- 
fully for a. period of four months 
to engage in collective bargain- 
ing. 

‘tthe steel corporations gave a 
very sharp and quick answer—no. 

Lwice the United States Gov- 
ermment through Secretary of 
Labor Schwellenbach requested 
the United States Steel Corpora- 
tion to meet with the union in 
collective bargaining. 

On both occasions, the corpora- 
tion did not even deign to meet 
with the Secretary of Labor. It 
refused to join in any conference 
with him or to meet the union in 
collective bargaining. 

The problem was then submit- 
ted to the workers. The United 
States Government conducted a 
vote to see if the men wanted to 
strike. Five out of every six 
workingmen said —strike. And 
over a half nfillion workingmen 
voted. ; 

But we did not strike. Instead 
the union’s national wage policy 
committee was convened. It voted 
to set a strike date more than 
thirty days thereafter, namely, 
Jan. 14. 

During these thirty days the 
steel corporations made no effort 
to engage in any collective bar- 
gaining with the union. The com- 
panies were concentrating on an- 
other problem. 

They were not content with the 
two biilion dollars of profits 
which they exacted as their price 
during the war. Their appetite 
was not satisfied with the special 
kickbacks guaranteed under tax 
laws enacted on their behalf. 
They wanted further price relief. 
increasing their exorbitant profits 
and high-jacking the American 
people. 

Eighty-two hours before the 
strike deadline, the. United States 
Steel Corporation for the first 
time agreed that negotiations be 





a national slogan that such a loss 
in purchasing power would be a 
direct threat to the nation—that 
any such development would 
make impossible an expanding 
peacetime economy or full pro- 
duction and full employment. 

Let me give you one example 
which of course can be duplicated 
for countless thousands of plants 
in all American industry. 

In April of 1945, the last full 
month preceding V-E Day, the 
average weekly earnings for steel 
workers was $56.32. The Bureau 
of Labor Statistics, a Govern- 
ment agency, within the past few 
days reported that the s¢raight- 
time average hourly earnings for 
steel workers in October, 1945, 
was a little more than $1.08 cents. 
It is undisputed that the steel in- 
dustry was operating before the 
strike, on a forty-hour week with- 
out overtime. 

This means that at present the 
weekly earnings of steel workeis 
is $43.48. There has, therefore, 
been a slash in the weekly earn- 
ings of the steel workers since 
April, 1945, of $12.84. This means 
that $50 a month has been taken 
from the steel worker’s pay en- 
velope. 

Each of you must know what it 
means to the steel worker—his 
wife—-his children—to suffer this 
kind of a wage cut—$50 less a 
month.«It means—less food—less 
clothing—perhaps a hesitancy to 
eall the doctor even though with 
grave risks. 

This bitter experience of steel 
workers has been the pattern for 
most wage earners. 

Could it be expected that we 
could have any lasting prosperity 
in this country in the face of 
such severe loss in earnings and 
purchasing power on the part of 
millions and millions of workers? 

The United Steel Workers of 
America, in September of last 
year, requested a wage increase 
of $2 a day, from the steel in- 
dustry. 

This wage increase would have 
restored, restored only in part 





resumed with the union. 


And for the first time in three 
months the corporation made an 
offer, inadequate and wholly un- 
responsive to the bitter squeeze 
upon the steel workers of shrink- 
ing wages and rising prices. 

To show our desire to avoid a 
strike, the union offered to com- 
promise below the figure to which 
our members are clearly entitled. 
The United States Steel Corpora- 


tion continued to give its tire- 
some reply—No, no, no. 
When negotiations broke off 


just forty-eight hours before the 
strike deadline, the President of 
the United States requested both 
parties to meet at the White 
House. At this conference on Jan. 
12, on behalf of the union, I sub- 
mitted a compromise offer. Mr. 
Fairless, representing the United 
States Steel Corporation, admit- 
ted to its fairness. 

He requested a week during 
which time he proposed to per- 
suade the officials of his own cor- 
poration and the representatives 
of the steel industry to accept it. 
At the President's urgent request 
that Mr. Fairless be afforded this 
opportunity, the strike was post- 
poned for one week. 

On Wednesday, Jan. 16, Mr. 
Fairless and I resumed our nego- 
tiations in the White House. The 
steel industry had sent Mr. Fair- 
a back with a single answer— 

oO. 

On Thursday, Jan. 17, the Presi- 
dent of the United States submit- 
ted to both Mr. Fairless and my- 
self his decision for settlement of 
the dispute. 

His decision was that there be 
a general wage increase of 18% 
cents per hour. 

The President of the United 
States asked that both parties 
give him their respective replies 
by noon on Friday, Jan. 18. At 
the appointed time, the United 
Steelworkers submitted its reply. 


part restore the wage cut suffered 
by the steel workers, but we ac- 
cepted the President's decision in 
recognition of the national inter- 
est to achieve a peaceful settle- 
ment of our dispute. 

The steel industry, however, 
with unmatched boldness rejected 
the determination of the Presi- 
dent of the United States. 

The President appealed te the 
steel industry to reconsider their 
action. The steel magnates did 
not even condescend to reply to 
the President of the United States. 
Therefore, at 12.01 this morning 
the steelworkers of the nation had 
no choice but to strike. 

The struggle is now one which 
runs far beyond the steelworkers 
and the steel corporations. It is 
of the utmost importance to every 
American that this fact be clear- 
ly understood. 

American industry, fattened 
with war profits, guaranteed a 
high level of profits through spe- 
cial tax rebates under laws writ- 
ten at their behest, have delib- 
erately set out to destroy labor 
unions, to provoke strikes and 
economic chaos and mulct the 
American people through uncon- 
trolled profits and inflation. 


They are determined to elim- 
inate, if they posibly can, true 
collective bargaining between 
management and labor’ unions. 
They are bent to place themselves 
above all laws and rules of equity 
and justice. 


It is their clear aim to exact 
unconditional surrender from the 
American people and the United 
States Government. 

There can be no question but 
that an evil conspiracy has been 
hatched among American big bus- 
iness. This conspiracy challenges 
our very basic democratic insti- 
tutions. 

The General Motors Corpora- 
tion has, without any qualm, re- 
jected the recommendation of the 
President’s fact-finding ‘panel for 
settlement of the current wage 
dispute between that corporation 
and the United Auto Workers- 
cIo. The union accepted the com- 
promise proposal. 


cision of the President of the 
United States for a compromise 
settlement. The union accepted. 


_ The electrical manufacturing 
industry similarly has rejected all 
attempts by the UE-CIO and.rep- 
resentatives of the Government to 
compose their current wage dis- 
putes through collective bargain- 
ing and meditation. 

These industrial magnates dc 
not choose to permit the peopk 
to impose any restraint upon 
their greed. They prefer a status 
wherein millions of unemployed 
would be available at ever- 
decreasing wage levels to be ex- 
ploited for the benefit of these 
large corporate enterprises. 


Labor unions, as organizations 
of free Americans whe desire to 
improve their standard of living 
in the interest of the entire na- 
tion, represent a threat to this 
dream of conquest. 


We seek wage increases now to 
partially restore the pay cuts the 
workers have suffered since V-J 
Day. This will mean more food, 
more clothing, better shelter and 
better medical service for the 
common people. This will mean 
a better and healthier America. 

We are confident that in this 
struggle, so sharply defined by 
the steel industry through its 
challenge to the President of the 
United States, the people in all 
walks of life, will give their com- 
plete and unified support. 


Howard Halligan Joins 
Gyrus J. Lawrence Co. 


Cyrus J. Lawrence & Sons, 115 
Broadway, members of the New 
York Stock Exchange, announce 
that Howard K. Halligan, former- 
ly President of the General Gas 
& Electric Corporation has become 
associated with their firm. Mr. 
Halligan has been connected with 
the General Gas & Electric Cor- 
poration for the past five years 
and he also was Vice-President of 
the South Carolina Electric & Gas 
Company, a subsidiary. Prior to 
his activities in the public utility 
field he was with the Chase Na- 
tional Bank and for five years 











The steel industry has 
equal disdain 


with 
rejected the de- 
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Now Stone & Webster 

<4 e s 
Securities Corporation 
The name of Stone & Webster 
and Blodget, Incorporated, 90 
Broad Street, New York City, has 
been changed to Stone & Webster 
Securities Corporation, Robert H. 
van Deusen, President, announced. 
Mr. van Deusen explained that 
the new name was decided upon 
to reflect mere accurately the 
Company’s relationship with 
Stone & Webster, Incorporated, 
of which it is a sudsidiary. 
For more than 60 years Stone 
& Webster and Blodget, Incor- 
porated, and its predecessors have 
taken active part in the securities 
business. The Company furnishes 
comprehensive financial services 
to issuers of securities and to in- 
vestors; underwriting, and dis- 
tributing at wholesale and retail, 
corporate, government and mu- 
nicipal bonds, and preferred and 
common stocks. The investment 
house, while separate from the 
engineering and service divisions 
of Stone & Webster, Incorporated, 
is in the unique position of being 
part of an organization comprised 
of personnel experienced not 
only in financing but in engineer- 
ing and supervision of operations 
of public utility and other com- 
panies. 

Stone & Webster and Blodget, 
Incorporated, was organized on 
Jan. §, 1927, through the merger 
of the securities departmert of 
Stone & Webster and the invest- 


ment house of Blodget & Co. The 
amalgamation brought together 
the comprehensive public utility, 
banking and analysis experience 
of Stone & Webster and the long 
experience of Blodget & Co. in 
marketing railroad, municipal and 
public utility bonds. 


Samuel Gold in Trading . 
Dept. of J. Arthur Warner 


Samuel Gold is now associated 
with J. Arthur Warner & Co., 
120 Broadway, New York City, in 








was connected with Minsch, Mo- 
nell & Company. 


their New York: trading depart- 
ment. 
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We accepted the President’s de- 
cision. 





The wage increase determined ‘ 
by the President would only in 
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Bank and Insurance Stocks | 








By E. A. VAN DEUSEN 





This Week — Bank Stocks 


Despite heavier taxes and increased operating expenses in 1945 


compared with 1944, most of the large New 


banks in 1945 showed higher net 
curity profits are included, there 
show improvement over 1944. 


York City commercial 
operating earnings. When net se- 
are few of the banks which do not 


The accompanying tabulation shows the net operating earnings 


and net security profits of seve 


nteen prominent institutions for 1945 


compared with 1944, together with the current dividend rate. 


Nei 


Operating Earnings Security Profit 


Per Share 
1944 1945 
$2.40 $3.12 
30.45 
3.65 


Bank of Manhattan 
*Eank of New Yor 
Berkers Trust 
Central Hanover 
Chase 
+Chemical 
Continental 
Ccmmercial 
Corn Exchange 
First National 
Guaranty 
Irving Trust 
Manufacturers 
(National City 
Nev York Trust 
**Public National 
*United States Trust 
*Indicated earnings. 
shares in 1944; 500,000 in 1945. 
City Bank Farmers Trust 


There are a number of things 
worthy of special note in this 
table. In the first place, four 
banks increased the number of 


es 
~) 
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Trust 
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~ 
oP adh ah od a Edd does WN 
© phere 


4. 
40.03 


$1,649,922 


their outstanding capital #shares’ 


last year, viz., Chemical, Conti- 


mental, Manufacturers and mpg | 


Nation. Direct comparison 
earnings per share as tabulated is, 
therefore, misleading. 

For example, in the case of 
Chemical, the $3.82 in 1944 on 2,- 
000,000 shares is equivalent to 
$3.05 on present capitalization, 
compared with $3.08 in 1945; total 


+2,000,000 shares in 


**400,000 shares in 1944; 


Current 
Dividend 
Rate 


Total Net Earn- 
ings Per Share 
(Exc. Recoveries! 
1944 1945 
$3.35 $3.67 
30.45 33.10 
3.98 
9.81 
3.01 
4.28 
2.94 
4.87 
4.54 
124.27 
25.51 
1.22 
8.48 
3.86 
10.14 
4.47 
40.03 
1944; 2,500,000 in 1945. 
shares in 1944; 2,062,600 in 1945. 
550,000 in 1945 


Net 


Per Share 
1945 
$0.55 $1.20 
14.00 
1.80 
4.00 
1.60 
1.80 
0.80 
1.60 
2.40 
80.00 
12.00 
0.80 
2.40 
1.60 
4.00 
1.50 
35.00 
£400,000 
{Includes 


et eel od 
Nt WW tO @ Od 
WNWW OH 


a 
O————_ ———_______ —_— —— ——__—_——_--. -—— ——_— 


1944 earnings are equivalent to 
$2.36, as against $4.20 in 1945. It 
will be observed that security 
profits in 1945 were exceptionally 
'good for both Continental and 
Chemical. 

Manufacturers Trust retired all 
its preferred stock last year, and 
| increased its common shares from 
| 1,649,922 to 2,062,500. Net operat- 
|ing profits of $6.06 in 1944, are 
|equivalent to $4.86 on present 
capitalization, compared with 
|$5.32 in 1945; total earnings of 


‘earnings of $4.28 are equivalent to | $8.48 in 1944 are equivalent to 
$3.43, compared with the $4.41 of | $6.80, compared with $7.15 in 
1945. 1945. 


In the case of Continental, the | 
is. equivalent to 
capitalization, 


$1.77 of 1944 
$1.41 on present 
compared with $2.01 in 1945; total 





First National 
Bank & Trust Co. 


of Bridgeport — 


AM Kier 4G. 


Members New Vor* Stock Frchange 
and other leading exchanges 


1 WALL ST. NEW YORK 5 
Telephone Digby 4-2525 





Public National increased its 
| capitalization twice last year; first 
| from 400,000 shares to 440,000 by 
a 10% stock dividend, and second 
from 440,000 to 550,000 by a new 
|issue of 110,000 shares. On the 
| basis of the present capitalization 
of 550,000 shares the reported 
| 2arnings of $4.47 for 1944 are 
equivalent to $3.25, compared 
with the $3.81 of 1945. 
With regard to Bank of Man- 
| hattan, 1945 net operating: profits, 
‘o be on a comparable basis with 
the $2.40 of 1944, should be $2.72, 
since $0.40 of the $3.12 reported is 
represented by a tax saving on ac- 
| count of a loss charged directly to 
a reserve previously set aside. 
There are three interesting ex- 
| amples of net operating profits 
| being lower in 1945 than in 1944, 





| viz: Bankers Trust, Chase National 
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and Guaranty Trust. In the case 
of Bankers Trust, net operating 
earnings are 7.2% lower, al- 
though gross operating earnings 
as shown in the annual report 
were 8.5% higher. The drop in 
net is accounted for by a 20.5% 
increase in payroll expen e, a 
16% increase in taxes and an 
18.9% increase in total operating 
expenses. 

A similar 
found 
earnings 


situation is to 


in 


ings were 8.2% higher. Payroll in- 
crease was 9.0%, tax increase was 
36.5% and total 
penses were 16.2% higher. 
Guaranty Trust’s net operating 
earnings declined 6.3%, 


13.7%. Payroll expenses increased 
only 4.5%, but the report shows 
“other current operating expenses, 
including taxes” to have increased 
48.1%, and total operating €x- 
penses, 29.8%. 

First National’s total 


comparison is not possible. Its re- 


earnings were about 1% 
while operating expenses and 
taxes went up approximately 3%. 


e 


does not show 
in a few 
substantial. Generally, recoveries 
and security profits are credited 
to “reserves,” and in some in- 
stances a portion of operating 
profits have gone to reserves. In 
the case of Irving, for example, 
$0.10 of operating profits were 
thus treated. 


What of the outlook for 1946? 
It seems probable that the banks, 
as a whole, will enjoy higher av- 
erage earning assets throughout 
the year and thus that gross oper- 
ating .earnings will be higher. 
Operating expenses are likely to 
he up moderately, but the tax 
burden should be somewhat easier. 
Ba:ring any drastic change in the 
situation, the net result should be 
generally higher net operating 
earnings in 1946 than in.1945, ex- 
clusive of security profits and re- 
coveries. 


A. W. Snyder Re 
Investment Business 


HOUSTON, TEX.—A. W. Sny- 


der is resuming his investment 
business in Houston under the 
firm name of A. W. Snyder & Co. 
with offices in the Gulf Building. 
He was formerly principal of A. 
W. Snyder & Co., a corporation 


‘| which was dissolved in 1941 when 


the members were called into the 
armed forces. 





Scores Government Partisanship 


In Labor 


(Continued from page 380) 


However, it was short-lived. In 
1935 the Supreme Court declared 


| it unconstitutional. 


, be | Relations Act or The Wagner Act 
in Chase. Net operating | of 
1945 are also 7.2% | right 
lower, while gross onerating earn- | employer to bargain collectively 


operating ex-| 


| 


| 


while | 
gross operating earnings increased | 


reported | 
net earnings were 1.1% lower than | 
in 1944. Since this: bank, however, | 
reoprts its operations differently | 
from the other banks, a similar | 


Labor has the National Labor 


1935 


to 


the 
the 


which guaranteed 
organize, required 


with representatives of the ma- 
jority of the workers and pro- 
hibited employers from engaging 


| n unfair labor practices. 


Other acts written to favor la- 
bor were the first Bituminous 
Coal Conservation Act, the Social 
Security Act, the Public Contracts 
Act, and the Minimum Wage and 
Maximum Hour Act. 

Through these legislative acts 
labor gained great arbitrary power 
at the expense of*the balance of 
the nation. Labor was given priv- 
ileges denied to the rest of us. 
It was freed from legal penalties 
for acts which were criminal on 
the part of the rest of us. . Labor 


| was not only given the legal right 


port does show, though, that gross | 
higher, | 


to do certain things, but was defi- 
nitely encouraged by the adminis- 


| tration to follow a course of ac- 
| tion which not only skirted the 


The tabulation for the 17 banks | 
recoveries,” which | 
instances were fairly | 





edge of law-breaking, but fre- 
quently broke the law. Converse- 
ly, the employer was frequently 
punished for acts beyond his con- 
trol and for which he had no 
moral liability. 

World War 
favors to labor. 


Il brought more 


In 1941, immediately after Pear! | 
the President called a| 


Harbor, 
Labo.r-Management Conference. 
One of the results of this confer- 
ence was a pledge on the part of 
labor to refrain from striking 
during the war. Labor’s pledge 
not to strike was incorporated in 
many contracts in a legal and 
formal way. How lightly labor 
took its wartime pledge is com- 
mon knowledge. (In Republic 
Steel we have had 412 strikes 
since we signed a no-strike con- 
tract.) 


In return for that pledge labor 
exacted maintenance of member- 
ship and check-off, contending 
that it was unable to control its 
members unless it was given this 
hold over the individual worker. 

The War Labor Disputes Act 
took collective bargaining from 
the employer and placed it in the 
hands of a Gover>ment avency 
No longer did employer and em- 
ployee sit down and attempt to 
arrive at a mutually satisfactory 
arrangement. As soon as the go- 
ing began to get a little tough, the 
union invariably carried its case to 
the War Labor Board where the 
final decision was made and 
orders handed down. 

This. brings my brief factual 
recital of the historical back- 
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ground of labor legislation up to 
date. I felt that it was well to 
review the steps by which or- 
ganized labor arrived at a point 
where it can safely defy the Gov- 
ernment, impress its own demands 
on the nation as a whole and set 
itself up as a great political power 
which has dominated our legis- 
lative processes for more than a 
decade. This history is the sow- 
ing of the wind. We are now 
reaping the whirlwind. 


Factors of Labor’s Monopolistic 
Control 
Many factors gave comfort and 
cheer to the labor leaders as they 
progressed with startling rapidity 
toward a monopolistic control. 
Four important factors were: 


(1) The almost unfailing bias of 
the boards and bureaus ap- 
pointed to carry out the pro- 
visions of labor legislation. 
Few decisions were ever made 
contrary to the mounting am- 
bition and mounting demands 
of labor groups. 

The bias shown by the courts 
in their consideration of the 
decisions of the boards and 
bureaus and of their inter- 
pretation of the laws as 
passed by Congress. 

The bias on the part of State, 
county and local officials 
which results in almost com- 
plete breakdown of law en- 
forcement in the case of the 
labor disturbance. 

The absolute lack of any 
broad coordinated labor pol- 
icy or program other than one 
designed generally to further 
labor’s cause. This has re- 
sulted in great confusion as 
the employer had no guide to 
follow: in connection with his 
labor problems. The decision 
of one body does not of ne- 
cessity represent the opinion 
of a second’ body. 


Let’s examine these points a 
little more in detail. 


For instance, an employer dis- 
charges an employer discharges 
an employee for inefficiency, in- 
subordination or some other good 
cause. A complaint is registered 
with the National Labor Rela- 
tions Board. If the Board finds 
in the employer’s recerd, no mat- 
ter how remote, any evidence of 
union opposition, it frequently or- 
ders weinstatement of the em- 
ployee even though the union 
question did not remotely enter 
into his discharge. It does this in 
spite of the fact that the Supreme 
Court has held this practice im- 
proper. 

Although a sitdown strike is il- 
legal, the Board forbids discrimi- 
nation in cases where a union has 
invoked this action. 


The Supreme Court has held 
that a striker committing a crimi- 
nal act need not be restored to 
his former position. The Board, 
however, generally gives consider- 
ation only to felonies and rarely 
considers acts of violence or other 
misdemeanors as of sufficient im- 
portance to prevent reinstatement 
ot the offending employ¢e. 

snough an employer is liable 
for any action on the part of his 
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employees, like responsibility does 
not acerue to labor organizations 


or to labor leaders. The Board | 


generally assumes that violence 
in the case of a strike is excus- 
able and understandable because 
they say they expect a certain 
amount of brawling on the picket 
line and the unions rarely fail to 
live up to their expectations. 

Through National War Labor 
Board directives, the Government 
has taken away exclusive rights 
of management, such as upgrad- 
ing, increased scheduling of 
forces, etc. 

These are but a few of the ex- 
amples of the bias shown by Gov- 
ernmental agencies and their de- 


cisions on matters affecting em- | 


ployer and employee relations. 
Such decisions have tended to 
build up a disregard for honest 


and effective relations between | 


men and management. They have 
placed Government sharply and 
strongly on the side of labor and, 
instead of acting as an impartial 
judge, Government has become an 
active partisan working in the 
cause of organized labor. 


Attitude of the Courts 

Now let’s take the second point 
which I made; namely, that the 
courts have given labor advan- 
tages and preferences which place 
it in a favored position. 

It was early in 1937 that the 
Supreme Court, as then and now 
constituted, first began to show a 
far-reaching change in its posi- 
tion on the question of labor legis- 
lation. In April of that year the 
Court, by a five to four decision, 
upheld the constitutionality of the 
National Labor Relations Act and 
in so doing reversed many of its 
own prior decisions on labor. 

Jurisdictional] strikes, the Court 
has held, are not necessarily vio- 
lations of the Sherman Act even 
though they are carried on to 
prevent the use of new equipment 
and force the employment of un- 
necessary employees. 

Violence or threat of violence, 
the Supreme Court held, does not 
constitute coercion if it involves 
the “payment of wages by a bona 
fide employer.” 

In one case the Supreme Court 
ruled that the National Labor Re- 
lations Board “was justified in re- 
lying on circumstantial evidence 
of discrimjnation and was not re- 
quired to deny relief because there 
was no direct evidence that the 
employer knew these men had 
joined the Amalgamated, was dis- 
pleased, or wanted to make an 
example of them.” 

We are all familiar with the 
Supreme Court decision in the 
New York Teamsters case in 
which it gave almost blanket ap- 
proval to the tactics used by the 
union in extorting money from 
truck owners. 

Any lawyer who has dealt with 
labor cases could extend this brief 
list many-fold. The indications 
are clear that the Supreme Court 
of the United States, as now con- 
stituted, seems to have allied it- 
self with the cause of organized 
labor, even as have some of the 
executive branches of our Gov- 
ernment. In the opinion of many 
able attorneys the Court has dis- 
regarded the Constitution and has 
hewn a new path of legal proce- 
dure designed to promote the wel- 
fare of a small chosen group of 
people. 


Lack of Law Enforcement 


I am not going to elaborate in 
any detail on the third point 
which I have made—namely, a 
breakdown of law-enforcing 
bodies of our Government. You 
are entirely familiar with the 
Goon Squads of the United Auto- 
mobile Workers who prowl] their 
course of violence unmolested. 
Many of you have experienced 
mass picketing in illegal forms. 
(Gib Carey.can. bring you up to 
date.) I go back. to the Little 
Steél.Strike.in 1937 when strikers 
held up the United States mail 
and fired at airplanes with high- 
powered rifles. 

The record of almost every 


| strike, no matter how inconse- 
| quential, is a record of illegal acts 
by strikers, which the authorities 
condone in their anxiety to secure 
the so-called labor vote. This 
has beerja shameful record and one 
which I hope will be modified. It 
is not that we have no laws. It 
is rather that the laws are too 
frequently not enforced by our 
administrative bodies when they 
apply to labor. 


Government's Lack of Labor 
Policy 


My fourth point covered the 
lack of a definite labor policy and 
the confusion which results. Gov- 
ernor Dewey in his campaign in 
1944 told of a labor dispute in a 
war-time industry which was 
brought under the jurisdiction of 
ten different Government agen- 
cies. He pointed out that there 
were four formal hearings in 
Washington, that seven different 
briefs were filed by each side, 
that a year later, a decision was 
handed down by the War Labor 
Board, and that before the print- 
er’s proof could be received both 
, Sides were notified by the Na- 
tional Labor Relations Board that 
a petition for a new election had 
been granted. 

Another case came to my atten- 
tion just the other day. The 
United Automobile Workers were 
arguing before a_ fact-finding 
| board appointed by the President 
that ability to pay must be taken 
into consideration in fixing wage 
rates. The fact-finding board 

| agreed with this claim and de- 
;manded the submission of the 
| books of General Motors. 
___ On the same day in the Western 
| Union case, the members of the 
| War Labor Board were contend- 
| ing that the War Labor Board 
| was concerned with wages only 
and not with other economic fac- 
tors and that if Western Union 
were unable to pay a decent wage 
under the rates it was charging 
for its service, it should raise 
those rates. 

Here we have two Government 
agencies giving serious considera- 
tion in their judicial proceedings 
to diametrically opposed argu- 
ments. How can any. employer 
reach a decision involving a course 
which he is to follow when we 
find conflicts such as these? 


This partiality on the part of 
Government and Governmental 
agencies for the cause of organized 
labor has led inevitably to the 
situation which confronts us to- 
day. It has been the encouraging 
factor in literally thousands of 
outlaw and wildcat strikes in vio- 
lation of no-strike pledges and 
agreements, of the absolute lack of 
responsibility on the part of 
unions, of the huge loss of wages 
amounting to hundreds of millions 
of dollars and an equally huge 
loss of production. 


It has also been responsible for 
dictatorial demands on the part of 
unions deliberately planned to en- 
croach upon the prerogatives of 
| management and for a monop- 
| olistic growth of labor power in 
general. 

Government has failed, and 
failed miserably, in what should 
be its role as an unbiased and im- 
partial agency representing and 
working for the interests of all 
the people. 





The Remedies 

Now what are we going to do 
about all this? 

I’ve heard and read a great deal 
of the effectiveness of the Rail- 
way Laber Act—that it stops 
strikes, reduces labor-manage- 
ment disagreements, and results 
in improved operations. 

Can the Railway Labor Act be 
used as a model? As a matter o* 
fact, fundamentally it diffets ver) 
little from the fact-finding “cool. 
ing off” legislation proposed by) 
President Truman. 

But any railroad executive wil 
téll you that the Railway Labo’ 
Act has prevented labor upheaval’ 
only because concessions and sill 





feather-bedding concessions ‘have $ 





, | 
been given to the Brotherhoods| peace, higher production, better| and discuss problems together— 


in virtually every dispute. 

There can be no doubt but that 
the railroads have been free from 
strikes because the railroad em- 
ployees have received substan- | 
tially what they have demanded. 

There is nothing to prove that 
the “cooling off” period of the 
Railway Labor Act would in any | 
way reduce strikes. Nor is there | 
any evidence that a fact-finding | 
board can be sufficiently impar- 
tial to give a just and honest de- | 
cision. It is only natural that the | 
Board will reflect the opinions of | 
the man who appoints it. If his | 





opinions are of the New Deal va-|— 


riety, the Board will be of the! 
New Deal variety, and vice versa. | 

Nor can we believe implicitly | 
that public opinion exercised dur- | 
ing the “cooling off” period will 
help reach the correct decision. 

The evidence seems to point to | 
the fact’that a labor law modeled | 
on the Railway Labor Act will not 
work unless the same policy of 
abject compliance to the demands 
of labor is followed: 

What then do I suggest as the 
answer? 

Ideally, we should get back to! 
the fundamental collective bar- | 
gaining between men and man- | 
agement. By that I don’t mean | 
that. there shouldn’t be unions.) 
But they should be strong and re- | 
sponsible unions. They should be | 
unions which, when their. word ‘is | 
passed, can and will live up to it. | 

Then let the Government watch, | 
if it will, and correct injustices, 
but refrain from taking an active, 
partisan part on the side of one! 
or the other. 

There are no problems arising 
that a strong union and a strong | 
company cannot settle through 
discussion if both sides at the 
council table are on an equal | 
basis. We cannot reach decisions 





through collective bargaining if | 


one side has the tact or out- 
spoken support of the Federal 
Government in making its de- 
mands. 


too visionary and that in this day 


this program briefly. 


(1) True - colféctive bargaining 
between employer and em- 
ployee. 

(2) The amendment of The Wag- 

ner Act or its replacement 

with a new labor law, fair to 
employers and employees 
alike, which would impose 
responsibilities and penalties 
upon labor for wrongful con- 
duct, preserve the rights of 
free speech, penalize - both 
unions and strikers. for fel- 
onies or mass picketing, in- 
sure union responsibility 
through secret ballots. 

Amend .the Federal 

Trust. Laws so _ that 

unions and their: members 

would be subject to ordinary 
criminal laws for extortion 


Anti- 


and other crimes, just as you | 


Of Russia’s 


and I are. 


I also believe that there should 
be an end to compulsory union- 
ization and that an employee 
should be permitted to join or 
not to join a union as he might 
see fit; 


That there should be an end to! 
the compulsory cheek-off of union | 


dues on the basis that unions 
should be “bought” by their mem- 
bers on merit and not on compul- 
sion; 

That there should be no union- 
ism of supervisory. employees; 
and finally, 

I believe that the compulsory 
arbitration of labor disputes de- 
priveés management of its right 


labor | 





| standards of living and improved | men and management. 
conditions generally. Let me give | 


I would not be doing my duty 
if I did not comment on CIO legis- 
lative activities. 


The CIO with its PAC is openly 
spending money for the purpose 
of electing men to public office 
who favor the enactment and en- 
forcement of laws strictly on 2 
basis of favoring the CIO. Man- 
agement, stockholder, policyhold- 
er, farmer, professional workers, 
so-called white-collar workers 
must unite to either stamp out 
such un-American tactics, or unite’ 
to elect. public servants who are 
avowedly against the minority 
group- which is determined to 
change our Free Enterprise Sys- 
tem into a labor socialistic power 
or worse. 


A Lively Discussion 





- ® s 

Foreign Policies | 

A dinner forum on “Russia’s 
Foreign Policy” will be held un- 
der the auspices of the Associate 
Members of the New School at 
the New ‘School for Social Re- 
search on Friday, Jan. 25 at 6:20 
p.m. Dr. Bryn J. Hovde, recently 
inaugurated president of the New 
School, will be guest of honor. 

Speakers’ include Dr. Ernest J. 
Simmons, Chairman of the De- 
partment of Slavic Languages at 
Cornell University; James B. 
Carey, Secretary-Treasurer of the 


iC, I. O., recently returned from 


and duty to exercise its own-judg-| the Soviet Union as Chairman of 


ment and make its own decisions 
on important labor matters. 


of Government interference and 
labor relations, I sometimes feel 
'somewhat like the ancient king 
who attempted to sweep back the 
tides with a broom. At other times 
| I feel and believe that we are go- 
| ing to make progress in this vital 
| relationship. 


| to the left is. some day going to 


and age we will probably never!) swing back to the right—not as 


attain this ideal state. 


Here, then, is a second program | but still to the right. 


which perhaps is more practical | 


and one on which I believe we | 
could all agree. If this program) sponsibility forced upon 


I believe that the time is com- 
ing when there will be some re- 
labor 


were carried into effect, we would | unions, when contracts will mean 
have a better chance for labor' something, when we can sit down 


|its delegation; Ray Brock, for- 
In even discussing the question | eon ney bhai aig ynndtin, &35 

. /spondent and author. Those tak- 
ing part in the panel discussion 
‘following. the addresses include 
Dr. David Dallin, former member 


\of the Moscow Soviet: Max East- 


man, author sand poet; Andrew’ 


: I. bélieve that the |Grajdanzev, of the Institute of 
I realize that this, perhaps, is| pendulum which has swung so far | 


Pacific Relations; Eugene »Lyons, 
former editor of “The American 


‘far to the right as it was in 1920,| Mercury,” author of “Assignment 


in Utopia” and “The Red De- 
cade”; and Dr. John Somerville of 
the Columbia University Travel- 
ling Fellowship to the USSR. 

A. Wilfred May will preside. 
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Copies of the Prospectus may be obtained from only such of the undersigned as are 
qualified to act as dealers in securities in this State. 
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Mutual Funds 





“You Can’t Invest Money Yesterday” 


“An investment program must 


the past—if it is to be successful,’ write the Trustees of George Put- 
nam Fund in their January Portfolio Review. “Not what you might 


have done, but how wisely you act 


be geared to the future—not to 





now is important.” 


The Trustees then list some of the things investors could have 
done with their “careful dollars” Yesterday and compare those “good 


old days” with the opportunities > 


available for the careful investor | 
Today. 

“Under these prevailing condi- 
tions, an increasing number of in- | 
vestors are finding this Fund | 
worthy of serious consideration | 
as a place for their ‘saving dol- | 
lars.’ We cannot predict the fu- | 
ture, but we can say that money | 
placed in this Fund will be| 


RAILROAD 


'and from funds invested during 
‘the year by old and new share- 
| holders. 


watched over with increasing vig- 
ilance by the Trustees in this New 
Year and that the investment pro- | 
gram of the Fund will be kept 
abreast of the times.” 
Wellington’s Assets at New High 
Total assets of Wellington Fund 
at Dec. 31, 1945 amounted to $26,- 
911,309, compared with $16,138, 
945 at the beginning of the year. 
This remarkable growth resulted 
from appreciation in investments 





At the year-end there were l1,- 


|341,255 shares outstanding with | 
|}an asset value of $20.09 per share. | 





|outstanding- at the beginning of 


This compares with 917,945 shares 


_the year. 











A PROSPECTUS ON REQUEST FROM 
YOUR INVESTMENT DEALER OR 
DisTRIBUTORS Group, INCORPORATED 
63 Wall Street . New York 5,N. Y. 
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NATIONAL 





term 


Assets were diversified as fol- | 
lows: 

Pct. 
47.62 
20.23 
12.67 
17.15 

2.33 


$12,814,973 
5,443,518 
3,410,929 
4,614,841 
627,048 


Common Stocks 
Preferred Stocks 

Bonds ; 

U. S. Government Bonds 
Cash and Accruals 


—E —— 


$26,911,309 100.00 
Total equity position, including 
common stocks and those bonds 
and preferred stocks selected pri- 
marily for appreciation, amounted 
to 60.49% of assets. 
Keystone’s Investment Timetable 
The splendid idea which Key- 
stone Co. produced last year in 
the form of an investment time- 
table “for the purpose of balanc- | 
ing investment and capital growth | 
accounts in accordance with the | 
relative level of the Dow-Jones | 
Industrial Average” has been re- | 
vised. It is based on the long- | 
stock | 





range of common 


| modern 
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| timetable recommends a 65% 


| stone’s 


| Shares. 


the 
it} Notes. 
‘ities Series 


prices and establishes a percent- 


age balance between “defensive” 
and “aggressive” holdings 
cover the entire range. With the 
Dow-Jones Industrials at 200, the 
de- 
fensive position and a 35% ag- 
gressive position. This compares 
with a 50%-50% position at the 
175 level and an 80%-20% posi- 
tion at the 231 level. 

While there is no assurance that 
the top of the range will be 
reached or exceeded during the 
current bull market, it is inter- 
esting to note that from the rec- 
ord of past bull markets the Dow- 


| Jones Industrials could logically 


be expected to equal or exceed 
the 247 level, at which point Key- 
timetable recommends a 
90% defensive and 10% ag- 
gressive investment position. 


Completion of a Cycle 

Over four years ago Distrib- 
utors Group began its now famous 
campaign to interest dealers and 
investors in discount railroad 
bonds. When the campaign start- 
ed, such bonds were selling on 
the average at less than half their 
par values. Today the same bonds 
are selling at or near par and 
some have even risen to their call 


| prices. 


In a current letter to dealers, 
Distributors Group suggests that 


|}investors who bought these bonds 


primarily for appreciation should 
now be informed of their “fully 
valued position” and of their 
“limited possibilities for further 
advance, as contrasted with the 
outlook for ‘indervalued stocks.” 


“They Could Have Done Better” 

In a current memorandum, Se- 
lected Investments Co. lists 100 
widely held, well-known, promi- 
nent stocks which did not do as 
well in 1945 as Selected American 
The rise in Selected’s as- 
set value amounted to 38% as 
compared with 27% for Eastman 
Kodak, 21% for General Electric 
and 18% tor General Motors, to 
name a few of the 100 stocks 
listed. 


Investment Plan 

National Securities & Research 
Corp. discusses ‘a way to plan a 
investment program” in 
cursent issue of National 
The nine National Secur- 
are presented in a 
“Grading Table” which includes 


| the following factors: 


1. Capital Stability 

2. Income Dependability 

3. Amount of Income 

4. Profit Opportunity 

Each of the 
graded according 
position under each of these 
headings. This detailed rating 
permits the selection of the vari- 
ous Series according to the de- 
gree of emphasis which an in- 
ves.or may wish to place upon in- 
come or appreciation. 


Series is 
to its relative 


nine 


In another memorandum Na- 
tional Securities & Research Corp. 
points out that the recent action 
of the Federal Reserve Board in 
raising margins to 100% on se- 
curity purchases does not affect 


wre STOR, 
*70CK FU 


onc. 


INVESTORS STOCK 
FUND, INC. 


Prospectus on request from Principal Underwriter 


SYNDICATE 


MINNEAPOLIS, MINNESOTA 


to | 


ithe loan 
| regarding the collateral value of 
| mutual fund shares. Specifically, 
this sponsor states, that the Em- 
pire Trust Company of New York 
has advised it will continue to 
make loans of 50% of liquidat- 
ing value on shares of National 
Securities and First Mutual Trust 
Fund. 


Keystone’s 14 Years of Progress 


During 1945, net assets of the 10 
Keystone Custodian Funds _ in- 
creased from $105,600,000 to 
$160,800,000, a gain of $55,200,000. 
This represents a 52% increase in 
net assets and does not take into 
account payment to shareholders 
of $9,073,000 of realized profits 
during the year. 

Since the inception of the 
Company in 1932 $43,912,000 of 
regular and special distributions 
have been paid to Keystone share- 
holders. “It may or may not be 
significant,’ writes the sponsor, 
“that the greatest growth in the 
Keystone Plan has occurred dur- 
ing the period dating from the 
1937 decline in the market 
through the confusing markets of 
World War II up through the past 
year, which combined both war 
and peace markets.” 


Affiliated Fund 


“The Dow-Jones Industrial Av- 
erage is the Gallup Poll of the 
stock market—i.e., the most wide- 
ly accepted measure of its levels 
and changes,’ writes Lord, Ab- 
bett in a current Investment Bul- 
letin on Affiliated Fund. The 
bulletin presents a chart compar- 
ing the performance of Affiliated 
Fund with that of the Dow-Jones 
Industrials since April 1942. 

“As compared with its low 
point three years ago, therefore, 
the Dow-Jones Industrial Aver- 
age would by now have had to 
move back up to its 1929 high of 
387 (185 points higher than its 
present ‘level) to show a gain 
equivalent to that made during 
the same period by Affiliated 
Fund. Put another way, if Affili- 
ated had only gone up as much 
as the Dow Average, it would 
now be but 4.03 instead of 7.65. 


Mutual Fund Literature 

North American Securities Co. 
—A revised Prospectus on Com- 
monwealth Investment Co. dated 
Dec. 15, 1945. .. . Hugh W. Long 
& Co.—Revised Prospectus on 
New York Stocks dated Jan. 10, 
1946; January portfolio folder on 
Manhattan Bond Fund... . Broad 
Street Sales Corp.—Current is- 
sue of items on Broad Street In- 
vesting Corp. and National In- 
vestors. ... National Securities & 
Research Corp.—Current issue of 
this sponsor’s weekly Investment 
Timing service with a ciscussion 
devoted to silver. 


Dividends 

American Business Shares, Inc. 
—A regular quarterly dividend of 
4¢ per share payable Feb. 20, 
1946 to stock of record Feb. 5. 

National Securities Series 
The following distributions were 
payable Jan. 15, 1946 to stock- 
holders of record Dec. 31, 1945: 


Bond Series 

Discount Bond Series 

Speculative Series 

Low-Priced “Common Stock 
Series . 

First Mutual Trust Fund__-_- 0.12 
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Slayton & Go. Names 
Six New Officials 


ST. LOUIS, MO.—Hilton H. 
Slayton, President of Slayton & 
Company, Inc., 111 North Fourth 
Street, has announced that at its 
Directors meeting on Jan. 14 six 
new officials were elected. 

Hovey E. Slayton, formerly 
wholesale distributor of Massa- 
chusetts Investors Trust, after 
four years as a Lieutenant Com- 
mander in the Navy, now heads 
Slayton & Co.’s Chicago office in 
the Field Building, as Vice- 
President and Director. 

T. P. Burke, in charge of Slay- 
ton & Company’s offices in the 
Circle Tower, Indianapolis, was 
named Vice-President. Mr. Burke 
conducted his own investment 
business for 28 years in Indian- 
apolis. 

Russell A. Maloney, former Se- 
curities Commissioner of Missouri 
for 14 years, has become Treas- 
urer and Director of the firm. 

James Merkel, formerly Secur- 
ities Commissioner of Ohio and 
the youngest trustee of Miami 
University, was named Vice- 
President in charge of the State 
of Ohio, with offices in Columbus. 


Charles H. Learoyd, founder of 
Massachusetts Investors Trust, 
one of the largest mutual invest- 
ment trusts in the United States. 
was elected Vice-President and 
Manager of the firm’s Boston of- 
fice. 

Charles C. Wroughton, who has 
been in charge of the Company’s 
Detroit office for the past year 
and a half, was appointed Vice- 
President. 

— 


Graefe & Co. Reopens 
Offices in Des Moines 


DES MOINES, lIOWA—Reopen- 
ing of Graefe and Company, Des 
Moines investment underwriters. 
dealers and distributors, following 
the return of Harry B. Graefe 
from military service has been an- 
nounced. 


The company has opened tem- 
porary offices at 608 Securities 
Building, Des Moines, and _ in 
March will move to permanent 
quarters in the Equitable Build- 
ing. Mr. Graefe announced that 
the company will act as under- 
writers, dealers and distributors 
of both municipal and corporate 
securities. Mr. Graefe has been in 
service with the Army Air Corps 
since May 1942, and for the past 
18 months has been attached to 
the ATC in Alaska. 

The firm’s resumption of activ- 
ity was previously reported in the 
Financial Chronicle of Dec. 27. 


F. L duPont Bnlovyeos 
Honor J. A. Fleischmann 


The employees of Francis I. du- 
Pont & Co., members of the New 
York Stock Exchange, honored 
their fellow employee, John A. 
Fleischmann on his retirement 
with a party and reception. Mr. 
Fleischmann had been with the 
firm for 36 years without inter- 
ruption since he became associ- 
ated in 1909 with Chisholm & 
Chapman, which was merged 
with the duPont Company sever- 
al years ago. 





Swan Heads Uptown Office 


Of First Investors Shares 

Lt. Col. Dallas D. Swan 
A. U. S., recently released from 
active service has returned to 
First Investors Shares Corpora- 
tion and is now in charge of the 
new midtown office at One Park 
Avenue. 
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stockholders of record Jan. 31: 
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Monetary Manipulation 


(Continued from first page) 


lions 1:epresents bank deposits on: 


that it 1s important to have the| which somebody has the right to 


facts in any discussion of a prac- 
tical problem of political science, 
but I think it is pretty clear by | 
this time that hunting for the} 
facts is no substitute for the exer- 
cise of judgment based on experi- 
ence, 

Then there are the word tags 
thai we use for our ideas and 
about the meaning of which we do 
not always agree. That is espec- 
ially true cf technical terms like 
the vhraseology of the financial 
experts when they ciscuss money. 
When [, a layman, come to deal 
with so technical a matter as the 
monetary problem before a group 
in which I have ne doubt there 
are many experts, I must declare 
at once my limitations in the use 
of the word tags current in this 
particuler field. I wouldn’t know 
the exact meaning of such terms 
as credit expansion and the quan- 
tity theory of money and easy 
money. Therefore, I shall be using 
sucn lay terms as increase in the 
supply of money. how much 
money is enough and how much 
money is too much. Then again as 
my title suggests instead of talk- 
ing about monetary management 


I shall be using the less expert 
and perhaps less polite term, 
“monetary manipulation.” This 


matter of words is of growing im- 
portance especially since the de- 
velopment of the science of se- 
mantics and especielly its use in 
the field of propaganda. The prop- 
aganda boys like to take a good 
word like inflation and dress it up 
to convey a meaning quite differ- 
ent from that given by the dic- 
tionary. The dictionary says that 
inflation means a sudden increase 
in the volume of money. That 
is precisely what we're having 
now. Those who are responsible 


would prefer to have it mean 
something which may or may 
not take place in the future. 


Therefore, the professional prop- 
agandists would make us _ be- 
lieve, and in fact have succeeded 
in making us believe, that the 
word inflation means rises in 
prices and in wages which in fact 
are only the symptoms of the dis- 
ease. Inflation is really debase- 
ment of currency. That we have 
with us. The rise in prices is the 
consequence but by shifting the 
meaning of an unpopular word 
some of us are able to kid our- 
selves into believing that inflation 
is not here and may not really 
overtake us. Politicians like to 
avoid for the present that which 
they are willing to take chances 
with for the future. 

Moreover I have to remind you 
that my responsibilities in the 
business world are almost entirely 
in the long term investment of 
other people’s money and there- 
fore I have great trouble with the 
interest rate. But tonight Il am not 
going to talk interest rate, low or 
otherwise. because that is a symp- 
tom. Thut is one of the results of 
our monetary manipulation. My 
attitude toward the low interest 
rate was accurately expressed in 
another connection by President 
Coolidge when, on his return from 
a chureh service one Sanday 
morning. he was asked what was 
the subject of the sermon, and he 
replied, “Sin.” To the further 
question. “what did the preacher 
say about it?” he replied, “He was 
against it.” 1, too, am against the 
current low interest rate. How- 
ever, my thesis tonight is that we 
have too much money and are in 
grave danger of having more. 


Our Money Plethora 


At the moment. we have bank 
deposits and money in circulation 
of $175 billions. That compares 
with about $55 billions in 1929. 
about S65 billions in 1939, and 
$112 billions in 1943. We have 


gone up to $175 billions of what 
we, in this country, use for money 
—that is bank deposits and money 
in circulation. 


araw, and the other $28 bulions 


| represents money in circulation. 


I dismiss money in circulation 
because the amount of money in 
circulation at any time depends 
on the choice of the bank deposi- 
tor. Whatever the depositor in the 
bank wants in the form of cur- 
rency represents the amount of 
money in circulation. The balance, 
the bank deposits, is the chief 
source of increases in the money 
supply and the chief problem of 
anyone who would consider the 
question of that monetary supply 
in relation to our needs and our 
general public welfare. 

$175 billions—how did we get 
it? How much more will it be? 
How can we, if we need to, bring 
down the total amount? 

I don't like to burden you with 
figures. I used to say, until the 
actuaries got hold of me, that God 
gave me a poet’s license in the 
matter of figures. I'll try to avoid 
poetry tonight, and I shall try to 
deal with round figures so it won’t 
be too much for your intake and 
your memories. 

We had a money supply in 1920 
of approximately $40 billions. 
That rose by 1929 to approximate- 
ly $55 billions. How did it rise? It 
rose aimost completely because 
of bank loans to private borrowers 
duiing the 20’s. 

Whenever a bank lends to a 
non-bank borrower, it increases 
bank devosits. The lending to pri- 
vate borrowers during the specu- 
lative period of the 20’s increased 
bank deposits until they ranged 
around $57 billions. 

The process of cailing and fore- 
closing private borrowing between 
1929 and 1933 brought that money 
supply down to about $42 billions. 
The reason for that reduction was 
the closing out by the banks of the 
loans which had brought it up to 
a higher figure during the late 
20's. 

The “New Deal” Inflation 

The fiscal authorities of the 
country, through the gold pur- 
chase policy and the sale of Treas- 
ury obligations to the banks, put 
the money supply back from $42 
billions in 1933 to about $65 bil- 
lions in 1939, This increase in the 
money supply was a deliberate 
objective of the Treasury. The 
price of gold was raised to $35 an 
ounce early in 1934 and from that 
time to the end of 1941 the gold 
supply increased from $7 billions 
to nearly $23 billions. This not 
only increased bank deposits but 
it added tremendously to the re- 
serves of the banking system and 
its capacity to acquire Treasury 
obligations with resulting § in- 
creases in deposits. The gold was 
purchased at the increased price 
of $35 an ounce but it was not the 
price paid for the gold nor was 
it the amount of geld purchased 
but the method used to purchase 
it which increased bank deposits. 
You remember that in 1936, think- 
ing that the supply of money was 
going too high, the fiscal authori- 
ties—making use of another poetic 
word-—“sterilized” the gold. Then 
for a short time its purchase 
ceased to provide the banks with 
reserves out of which to further 
increase deposits. This gold policy 


together with the financing of 
Treasury deficits through the 
banks increased our supply of 


money until, at the end of 1939, 
it was $65 billions. Since 1939 it 
has reached $175 billions because 
of the sale of government bonds 
to the banks and by the banks’ 
purchases of government bends on 
the market. 


The War Inflation 


The rise in bank deposits since 
1939, bringing their total to $147 
billions at the present time, has 
resulted from the sale of govern- 
ment bonds to the banks by the 
Treasury or the purchase of gov- 
ernment bonds on the market by 
the banks. 





Of that $175 billions, $147 bil- 


Now, you know that, for the 





-|}and lavs, 


last few years, the fiscal authori- 
ties, with most of the rest of us, 
have realized that the sale of gov- 
ernment bonds to the banks did 
have the effect of increasing bank 
deposits. Therefore, on all issues 
of government bonds after the 
second war loan, the banks have 
not been permitted to participate 
in subscribing for new bonds. 
However, it is not only by sub- 
scribing for new bonds at times 
of issue that the banks acquire 
government bonds. The banks, 
though they did not participate in 
the last six bond drives, did buy 
government obligations from the 
Treasury between the drives. It 
was mostly short term paper; but 
it does not matter whether it is 
short term paper or long term 
paper, and it does not matter 
what the interest rate is. It is a 
fact that if the banks buy govern- 
ment obligations of any kind from 
the Treasury, they increase bank 
deposits. In addition, during that 
same period, though they were 
not permitted to buy in the Treas- 
ury’s drives, they were buying 
bonds, that is, government bonds 
on the market. The total increase 
during the last four years in bank 
deposits and money in circulation 
has been around $100 billions, and 
of that $100 billions, at least $50 
billions has resulted from the pur- 
chase by the banks, under the 
leadership of the fiscal authorities, 
of government bonds on the mar- 
ket. 


of bank solvency, both of which 
questions may be_ involved 


in, and 
oniy to 


interested 
attention 


am 
your the 
either from the Treesury directly 


owners, increases bank 


dation for increases in our supply 
of money. 
You know the way the matter 


existing money like you 


I am not interested tonight, and | 
I don’t want to stir your interest 
in the subject of bank liquidity or 


in 
bank buying of long term bonds 
or even of government bonds. I 
directing 
fact 
that the purchase by the banks, 


or on the market from non-bank 
deposits 
immediately, the foun- 


was rigged by the Treasury in the 
beginning of the bond drives, The 
banks were permitted to buy large 
volumes of government bonds and 
they paid for them not with then 
and I 
paid for our subscriptions. They 
paid for them with a book entry 
of a deposit in favor of the gov- 
ernment. And then. under a well 


established practice, after a few 
months, the ‘l'reasury calied in, in | 
installments, the amounts of those 
book entries which are known by 
the poetic title of “war loan de- 
| posits.” 

py the time the Treasury called 
for the payment into its Federal 
Reserve account of those war loan 
deposits in the commercial banks, 
the bank deposits of the country 
had inereased by an amount al- 
most, if not entirely, sufficient to 
enable the banks to pay the cost 
of their subscriptions. This pro- 
cedure did not itself increase 
bank deposits; it simply enabled 
and encouraged the banks to buy 
larger amounts than they other- 
wise would have done. In the 
lingo, it conserved the bank re- 
serves. 

That wheel has been turning 
round now for several years in a 
process which periodically in- 
creases the amount of bank de- 
posits and the amount of money 
in the hands of the people who 
are the depositors. 

I said that this process of using 
bank funds to buy government 
bonds, cither by direct subscrip- 
tion, or on the market, results in 
the increase of bank deposits. I 
hope you all agree with that. I 
think it is now pretty well estab- 
lished and accepted as a fact. It 
is the reason that so much effort 
has been put by the Treasury 
officials, and by volunteers 
throughcut the country, into get- 
ling the people to buy bonds in- 
stead of having those’ bonds 
durnped into the banks. 

You know perfectly well that, 
putting all their bonds into 
banks, the Treasury could 
have financed this war not on 
215%, but on 2%, or 1%, or % 
of 1%. or 1/10 of 1%. The low 
interest rate does not furnish any 
hasis for boasting about the gov- 





by 
the 


of greenbacks, which would not 
have been politically expedient. 


Inflation By Bank Deposits 
Persists 


If you agree that the purchase 
direcity by tne banks ot rederal 
bonas increases our bank deposits, 
do you also agree that once cre- 
ated those deposits persist be- 
yond their first use? The gov- 
ernment used the deposit wnich 
the bank entered in its favor to 
pay for labor and materials. The 
recipients of those payments used 
them either as bank deposits or 
as currency. 

Take a great carrier like the 
Hornet. She cost $60 million. She 
went out into the Pacific and 
rendered a great service for a 
few months and then went to the 
bottom. She is a beautiful illus- 
tration of what we have all so 
often said about production for 
war use. It is mostly destroyed. 

I am not emphasizing the fact 
that this production for war use 
was destroyed. What I am em- 
phasizing, at this moment, is that 
if, as wus mostly true, such war 
production as the Hornet was paid 
for with deposits granted to the 
government by banks which 
bought the government bonds; 
then, though the ship itself was 
gone, the money that paid for her 
remained, and it is still here with 
us. It was paid out by the gov- 
ernment. in the first instance, for 
wages and for materials; paid, 
aguiu, by these who received it, 
to others. It still wanders arourid 
as part of the supply of money 
in this country. 

If now you agree that the 
banks’ purchase of any govern- 
ment bonds from the Treasury 
in any way results in increased 
bank deposits and that those de- 
posits survive their initial use, I 
ask you whether you are also pre- 





ernment’s credit. The government 
could, provided the Federal Re- 
,| serve and the commercial banks 
cooperated, have simply poured 
that paper into the banks and 
taken book devesit entries in 
payment. and the interest rate 
could huve been made anything 
-|the ‘Treasury officials pleased. 
Remember I said that this could 
have been done but only with the 
cooperation of the Federal Re- 
serve and the commercial banks. 
Without that cooperation cloaking 
the transactions with 
respectability, such interest rates 
“ould not have been maintained. 
The pursuit of a low-cost debt 
would have involved the issuance 


r 








financial | 


pared to believe that the purchase 
of government bonds, by the 
banks on the market from non- 
bank holders of those bonds, re- 
sults precisely the same as bond 
“erenases by the banks from the 
Treasury itself. 

Of the total of $100 billions, 
which in the past few years has 
been added to the bank deposits 
of this country by bank acquisi- 
uon of government bonds, more 
than $50 biilions of that addition 
have res! from bank buying 
on the market. 

Bank buying, in response to the 
neeus of the public Treasury dur- 








ing a veriod of great emergency 
(Continued on page 390) 
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By BRUCE WILLIAMS .« 


Securities — 





Canada takes steps to protect her internal economy from in- 


flationary tendencies from without. 


Farsighted Dominion planning 


envisaged not only a strict control of inflationary tendencies during 
ihe war but also the importance of a stable economy during the even 


ynore difficult postwar transition 


The heavy purchases from this country of Canadian 


bonds have given rise to consid- 
erable pertubation within the Do- 
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stage. 


> man 
. a 


minion. With troubled conditions 
throughout the né 
stands out as an oasis of stability. 





Also when consideration is given | 


| to the apparent undervaluation of 
the Canadian dollar, which had 
stood at parity with the U. S. dol- 
| lar even when the Dominion econ- 


omy was less fully developed, a| 


still more overwhelming wave of 
internal bond purchases could 
readily be visualized. 

In order to stem this tide, the 
Canadian Foreign Exchange Con- 
trol Board has withdrawn the 


| privilege previously extended to | 
in- | 
and debentures, | 


| non-resident of 
ternal bonds 
which permitted registration with 
the Board for subsequent outright 


purchasers 


'sale of the securities in Canada. | 
After Jan. 19, it will be possible | 


to register only stocks and shares 
purchased by non-residents in 
Canada for cash. Also bonds and 
debentures already registered can 
still be sold outright in Canada. 


Thus the value of the registra- | 


tion privilege previously empha- 
| sized in this column is now defin- 
itely confirmed and it is likely 
that two separate markets will de- 
of 


increasingly in favor 


registered bonds. 
Although this new step does not 


the 





implications, nevertheless the im- 


minence of the implementation of | 
the Bretton Woods plan can give | 


| were contemplated, a measure of 
| this kind would be logical. 


| This trend of thought also leads 


to the consideration of the possi- | 
| bility of a further measure to deter | 


free market for Canadian funds in 
this countryy whenever the rate 
|has reached the official selling 
| level. If it were ever thought 
| necessary to discourage the ac- 
,cumulation of heavy exchange po- 
| Sitions, the official exchange tap 
| could be turned off. This defen- 
| Sive measure could very well be 


| purchase of internal bonds, turn 
| to buying outright exchange. 


internal | 


world, Canada| 


velop with the price differential | 


necessarily suggest any exchange, | 


| speculation in Canadian exchange. | 
_As a matter of practice the Bank | 
| of Canada has always supplied the | 


| called into play should the specu- | 
| lative attention, diverted from the | 
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Such a development would be 
normal since the erection of offi- 
cial barriers against an exchange 
movement usually induces in the 
speculative mind a greater desire 
than ever to take a position by 


means of an alternative channel. | 


rate were thereby | insist that. Treasury financing | 


If the free 
forced below the official rate the 
following results might be 
achieved: 

(a) The exchange speculator 
would be less enthusiastic to 
purchase should the discount 
narrow. 

In the absence of the official 
supply, the size of the specu- 
lative position would be re- 
stricted. ; 
In the event of a change in 
the official rate the Foreign 
Exchange Control Board 
would avoid the criticism that 
official funds had been freely 
supplied at 914.% discount to 
feed speculative positions. 
Turing to the market for the 
past week the strong trend per- 
sisted to 2n even more marked de- 
gree. High grades, especially Na- 
tionals, again established new 
|highs. For the commercial bank 
buyer seeking income on maturi- 
ties within 10 years the highest 
grade Canadians are still attrac- 
_tive. Albertas following this re- 


cent recovery were inclined to sag, | 


| but Montreals, which still appear 
| undervalued, were in steady de- 
|mand. If rumors regarding an- 
| other Montreal refunding opera- 
tion are borne out in fact there 
| would appear to be scope for con- 
| siderable further improvement in 
the outstanding issues. 

Internals were quiet pending 
| analysis of the possibilities in con- 
nection with the new registration 
ruling and free funds eased slight- 
ly to 94%. 

With regard to future prospects 
official pronouncements 
concerning the maintenance of a 
| low pattern of interest rates at 

least for the duration of the re- 
conversion period suggest still 
| higher market levels. At a later 


rise to surmise in this direction. | "cent 


| If restoration to the prewar parity | 


| Stage also when serious attempts 
are made to balance the budget, 
the cost of the debt service is 
| likely to be even more than now 
|;an item to be reduced to the 


| lowest possible level. 


No Change in Montreal 
Margin Levels Expected 


MONTREAL, QUE., CANADA 
|—It was announced by the man- 
| agements of the Montreal Stock 
| Exchange and Montreal Curb 
| Market that no change in the lev- 
els of margins will be introduced 
jas a result of the raising of the 
jrates in New York to 100%. 
| Brokers stated that they antici- 
| pated the decision in Washington 
| would divert business from Wall 
| Street to the Canadian exchanges. 
|. In Montreal margins of 40% are 
/required for stocks selling at $4 
|a share or less with a minimum of 
40 cents a share, while securities 
selling over $4 a share require a 
| margin of one-third. The present 
‘set-up was introduced in 1944. 


{ 
j 


Monetary Manipulation 


(Continued from page 389) 


\like the war, can be justified on 
patriotic reasons. But I have al- 
ways felt that it is also patriotic 


be done in the sound way instead 
|of the unsound way. 


| Banks Buying High Rate Bonds 


| Bank buying on the market can 
|be justified, to some extent at 
|least. by support of the market. 
But of the $50 billions which the 
banks have bought on the market, 
I think only a very small portion 
could be credited to support of 
the . government bond market 
against pressure sales by non- 
bank owners of those bonds. I 
do not think you will find many 
instances in which the banks have 
bought those bonds for par or 
less. I think you will find. and 
certainly you will find -at the 
moment, the bond market is being 
bid up and up, and much of the 
buying is by the banks. Moreover, 
the funds which the banks, par- 
ticularly those of Chicago and 
New York, are now using to buy 
government bonds on the market, 
are being provided by the Federal 
Reserve Banks. 

If you will look at the figures 
published every week, you will 
find that the Federal Reserve 
Banks now hold nearly $24 bil- 
lions of government obligations, 
most of them being short term 
paper which have been turned 
into the Federal Reserve by the 
commercial banks, for funds 
which the commercial banks have 
used to buy other government 
bonds on the market of higher 
coupons and for better earnings. 
The Federal Reserve Banks now 
hold $12.5 billions of the total of 
$17 billions of Treasury bills now 
outstanding. Practically all of 
these holdings of Bills by the 
Federal Reserve were acquired 
from the commercial banks. When 
the commercial banks bought 
those Bills they increased bank 
deposits by their amount. To the 
extent that their sale of these 
Bills to the Federal Reserve for 
funds which the banks thereupon 
used to buy on the market from 
non-bank holders other govern- 
ment bonds, the original bank ac- 
| quisition of the Bills did double 
|duty in increasing bank deposits 
}and the present money supply. 

I do not want to put that too 
harshly, but the simple truth of 
the matter is that, under the per- 
mission or the inspiration or the 
encouragement of the Federal Re- 
serve System, the commercial 
banks are buying at rising prices 
and are being provided, weekly, 
with funds with which they can 
go and buy not distressed bonds 
on the market, but bonds which, 
like the 2’s of °52-’54, have now 
been bid up to almost 105. That is 
not distress selling and the buying 
is not support of the market. 


Government Should Get Out of 
Banking Business 

Every bit of that buying is 
adding to the bank deposits and 
to the inflationary supply of 
money until the total is, as I have 
said a moment ago, $175 billions. 
I do not know whether the Fed- 
eral Reserve is pushing its funds 
at the banks and urging the banks 
to buy bonds on the market, or 
whether the banks are going to 
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funds 
which 


the Federal and 
with which to buy 
increase their earnings. God 
knows, the banks are having 
trouble enough to make earnings 
with which to carry on their im- 
portant functions. Perhaps what 
I ought to be suggesting is that 
the Government get out of the 
banking business and let the 
banks make their earnings in a 
way that does not endanger the 
future of that which they deal in, 
our currency. But all I am em- 
phasizing is that the banks, 
though direct buying of govern- 
ment. bonds has been pretty much 
stopped during the last few years, 
are now buying on the market, 
bidding government bonds up to 
higher and higher prices, estab- 
lishing lower and lower interest 
yields—and there I come back to 
what is my fundamental problem 
in most of my business adminis- 
tration—and with consequent in- 
crease in the money supply. 

I ask you to believe me when 
I say that these purchases by the 
banks have precisely the same 
effect in increasing bank deposits 
as if they were purchases direct 
from the Treasury upon its orig- 
inal issue. If you do not believe 
that, I must assert. as we often 
do in the insurance business, that 
this time I am a thousand per 
cent right. 

In the twenties, when the banks 
increased the supply of money by 
lending to private borrowers, they 
had to look out for their liquidity. 
They had to look out for the 
dependability of the borrower, 
and for their future profits. Did 
they have any other duty? Did 
they have to look out, also, for 
the possible effect on the public 
welfare of too large a volume of 
loans resulting in too large an in- 
crease in bank deposits and in the 
money supply? 

They suffered when we all suf- 
fered as a result of that supply 
getting too large. Whose duty is 
it to see that the public welfare 
is not affected by loans and pur- 
chases through the banks which 
result in increased bank deposits? 

Well. the banks rightly say 
that it is primarily the duty of 
the Federal Reserve authorities. 

The Federal Reserve did not 
exercise its powers, did not per- 
form its duties in the twenties 
and the crash came. The Federal 
Reserve, though Governor Eccles 
pointed out in 1940 that he feared 
an inflationary increase in the 
amount of money, has not per- 
formed its function of controlling 
the amount of money in these 
difficult years through which we 
have since been passing. Aand, 
it is not now performing its duty 
to see to it that the money supply 
in the country does not reach 
proportions that are inflationary 
and destructive of the economic 
life of all the people of this coun- 
try. 

Federal Reserve—A Tool of the 
Treasury! 


When the Federal Reserve Sys- 
tem was created and the Board 
of Governors placed in general 
charge of it, we used to speak of 
it as the “supreme court of 
credit,” or the “supreme court of 
finance’; an independent body 
which, like the then Supreme 
Court, would rule over credit and 
finance. Well, the comparison 
with the Supreme Court would 
not help me so much tonight be- 
cause we have seen it descend to 
the point where it has neither the 
competency nor the independence 
that it then enjoyed. And, we 
have seen the Federal Reserve 
Board, which was supposed -to be 
the ‘supreme court of credit and 
finance, sink to the point where 
it is little more than a tool of 
the Treasury. 

Nevertheless, it takes the com- 
bination of the Federal Reserve 
Board, the Federal Reserve Banks 
and the commercial banks to ef- 
fect that increase in bank de- 


seeking 
bonds 
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posits and in the supply of money 
which results from the banks’ 
purchase of government bonds on 
the market. 

I cannot answer the question as 
to how much money is enough. 
The individual always wants 
more. But, 1 do suggest that we 
have reached the point where any | 
more money created by additional 
bank deposits will be too much, | 
and that too much will continue 
to press against the price level, 
the wage level, and any controls 
intended to keep them from going 
through the ceiling. 

Rises in prices are not inflation. 
‘Consequent demands for increased 
wages are not inflation. The in- 
flation is in the debasement of 
tthe currency. The increase of this 
vast amount of what the people in 
this country use for money cre- 
ates the pressure under which 
prices are bound to rise and,| 
when they rise, labor is bound | 
to demand increased means of | 
meeting the higher price level. 


Hiow to Deflate 

If this great supply of money 
is too much, how do we get rid 
of the excess? There are only two 
ways that I know of. One is by 
the government paying off its 
debt and getting those bonds out 
of the banking system. The other 
is for the banks to sell those 
bonds back to non-banking buy- 
ers. What are the chances of that? 
A very large proportion of bank- 
held government paper is short 
term stuff that the individual does 
not want and is not prepared to 
handle with its constantly recur- 
ring maturities. 

Besides, the banks, under the 
guidance and inspiration and en- 





| move 





with which to prove labor’s right 
to a larger share to meet the ris- 
ing cost of living. 

It does not get anybody any- 
where. The government saves a 
little ‘by the low interest rate 
which it has obtained and maim- 
tained by this process of creating 
new money. And the process of 


creating the new money, though 


it saves a little interest in the cost 
of the debt, results in the average 
man having to pay nine’ thousand 
dollars or.ten thousand doNars for 
a five thousand dollar house. If 
that is a benefit to the average 
man, I cannot follow the statistics, 
the facts, or even their poetic in- 
terpretation along such lines as 
Dr. Wolman illustrated to you. 


Needed, a Balanced Budget 

Now, you may fairly say, “Well. 
what are you going to do about 
it?” My suggestion is that the 
first thing which should be done 
and done immediately is to re- 
the fundamental cause of 
this inflationary money supply, 
that is, balance the Federal budget 
and stop any kind of deficit fi- 
nancing. 

The second suggestion is, in 
whatever tax reductions we may 
make, we must see to it that the 
government revenue is still suf- 
ficient to supply a surplus out 
of which, annually, there can be 
some reduction of the huge debt 
which now burdens the people of 
this country. 

We cannot drift along and say 
that “we owe it to ourselves,” or 
that it will take care of itself. It 
won't take care of itself but, by 
the great Jehova, it will take care 
of all of us if we do not tackle 
the job of getting it under control. 

Then, the Federal Reserve au- 





<couragement, propulsion and what 
not of the Federal Reserve 
thorities, are paying a price for 
those bonds on the market today 
which will make it very foolish 


au- | 


thorities should abandon their 
|insane and fanatical desire for 
|easy money at any price, and es- 
|tablish a fiscal policy which will 


for individuals or savings insti- | 100k to soundness in the future, 
tutions to buy them back except | that is, to put it more plainly, 


ata loss to the present holders. 

Moreover, the banking system 
of the country faces two great 
public services which they will 
Se called upon in the near “uture 
to perform. One is to act for the 
government in redeeming those 
purchases of government bonds 
during the war which were made 
by many individuals, under the 
persuasion of government au- 
thorities that they were thereby 
storing up funds for use when the 
war was over. 

There are nearly $50 billions of 
“E”’, “F”, and “G” bonds in the 
hands of individuals. Some $25 


billions of them may be expected | 


to enter into the banking system 
when redeemed or refinanced by | 
the government with bank funds. | 

Then, the expansion of business, | 
which is sure to follow after the | 
strikes and the disturbances of | 
this period is over, is going to call 
for funds particularly for small 
business which should be supplied 
by the banks, and which will. 
again, have the effect of increas- 
ing bank deposits. 

If we go on the way we are 
going, with increases of bank de- 
posits due to the deliberate pur- 
chase of government bonds on the 
market by the banks, and then 
have to absorb in the banks all 
of the funds that will result from 
these redemptions by individuals. 
and also have to increase the bank 
deposits by making loans to busi- 
ness in an expansion period, we 
may look forward to a money 
supply floating around in this 
country of not $175 billions as 
now, not $200 billions as some 
have estimated with a sense of 
fear, not even limited to $250 bil- 
lions, maybe $300 billions. And 
where de we go from there? 


Plethora of Money Forcing 
Higher Prices 


It is this huge supply of money 
forcing against all controls toward 
a higher price level that neces- 
sarily carries with it a demand 
for higher wages. It causes much 
of the present labor unrest, re- 
sults in many of the fishing ex- 
peditions for facts and statistics 





they must stop trying to create 
|funds through banks’ purchase of 
government bonds in any way in 
order that the supply of funds 
| shall be so great that it will con- 
tinue to keep the interest rate at 
a lower and lower point. A low 
|interest rate is not worth the 
| price it costs all the people. 

Then, the Treasury should pro- 
vide, in the very near future, ior 
a long term 3% bond that will 
| be attractive to individual in- 
| investors and to their savings and 
| life insurance institutions. That 
{bond should be issued with a 
'sinking fund provision: under 
which at least 1% of it should be 
'sunk annually by lot. The pro- 
ceeds of that issue should be used 
to take out of the banks some of 
the bonds now there and place the 
debi on a long term liquidating 
basis in the hands of the people 
who own the deposits without in- 
creasing any further the existing 
bank deposits. 

That is not a very difficult pro- 
gram, provided the people of this 
country intelligently and nonesily 
want to get hold of their future 
and want to get rid of the debt 
which now mortgages their lives. 
It has got to be done quickly. It 
has got to be done courageously. 
It is harder to do it now than it 
would have been to do it when 
it ought to have been done; in 
the days when the war emergency 
and patriotism. would have made 
it easier to sell a much larger 
volume of the bonds issued to fi- 
nance the war to the people than 
was notsaily sold to them. 

It cannot be done by the so- 
called experts who determine so 
much of public policy in this 
country today, or by the jugglers 
of public policy. some of whom 
have been referred to here tonight 
in language that I could not 
equal. 

The job, if it is to be done, must 


be done by a Congress of compe-}| 


tent, courageous representatives 
of Americans and we are not go- 
ing to have that kind of a Con- 
gress unless we, who represent so 


large a portion of the population 


of this country, see to it that that 


J ' 
kind of man is promptly elected 
to the great representative body 
of this country. 

I heard someone say here to- 
night that others ir our popula- 
tion wigre planning to get their 
men in Congress. I do not want 
my man in Congess, but I want, 
in Congress, competent, courage- 
ous redbesentatives of Americans, 
and when we get that kind of 
Congress, we can go forward with 
the job of taking hold of the re- 


sults of this war in our domestic 
economy and putting our house 
in order. 

That is a huge task but not an 
impossible one, and the sooner we 
take hold of it, the easier it will 
be to do. 

As I finish, I think I dare to 
say to vou that what I have been 
trying to say was expressed long 
ago in Scripture—“money is the 
root of all evil’. 








passed. 
Changed Conditions 


In 1929 margin requirements 
were only 30 to 40%. Now all 
stocks must be paid for in cash. 
Broker loans Jan. 2, 1929, totaled 
approximately $5,300,000,000, while 
today they are less than $2,500,- 
000,000. Corporations then also 
had a very heavy debt structure. 
Today this debt has been very 
greatly reduced and corporations 
have taken advantage of low in- 
terest rates to refund. 

During 1929 all lines of industry 
were over-stocked and over-ex- 
tended with inventories. Today 
there are practically no inven- 
tories and there is largest pent-up 


lc 





isted in our history. 


Loans Paid Off 

People have paid off or reduced 
loans on household furnishings, 
automobile;, ete., until they are 
practically nonexistent. Mortgages 
on farms and homes. have also 
been greatly liquidated. There are 
huge sums in our savings banks 
and invested in Government 
bonds (exclusive of institutional 
holdings) which are property of 
the people. 


Depreciated Dollar 

Expenditure of these vast funds, 
therefore, should result in great 
period of prosperity for us and 
consequently, rising security val- 
ues. Another item I feel has been 
generally overlooked is that we 
now have a dollar depreciated to 
about 38% of value of the 1929 
one. Based on this theory, stock 
prices could reasonably reach 60% 
above those of 1929. In addition, 
depretiated properties must be 
rehabilitated and modernized, re- 


demand for goods that ever ex-| Executive 


Reasons for Extended Stock Rise 


(Continued from page 372) 
averages will be approximated or}{ quiring the expenditure of vast 
| sums of money. 


There is also the problem of re- 
building war-devastated regions 
of the world. Money or credit to 
do this will, in all probability, be 
furnished, to great extent, by us. 
If this is held within bounds and 
administered properly, it will un- 
doubtedly add to coming prosper- 
ity of our Nation. 


IBM Promotes Watson 
To Executive Post 


International Business Machines 

orporation announced the pro- 
motion of Thomas J. Watson, Jr., 
to the position of Assistant to the 
Vice-President, with 
headquarters in New York. He re- 
cently returned from more than 
five years of service with the U. S. 
Army Air Forces, with the final 
rank of lieutenant-colonel and se- 
nior pilot. 

Mr. Watson joined IBM in 1937 
after his graduation from Brown 
University, and was a senior sales 
representative in 1940, when he 





Observation Squadron of the New 
York National Guard. He received 
the Air Medal for participation in 
a flight from Washington to Ya- 
kutsk, Siberia, on an important 
military mission to Russia. He also 
was presented with the Commen- 
dation Ribbon for meritorious 
service rendered the Office of the 
Air Inspector, Headquarters of 
Army Air Forces, Washington. 
His service covers the American, 
European, Asiatic - Pacific and 





Philippine theatres. 


| 





| 
| 





IBA Appoints Clark 
Educational Director 


BALTIMORE MD.—Announce- 
ment has been made in Baltimore © 
of the appointment of Lieutenant 
Commander Robert W. Clark, Jr., 
U. S&S. N. R., of Seattle, Washing- 
ton to the position of Educational 
Director of the Investment Bank- 
ers Association of America. This 
announcement was made by 
Charles S. Garland, president of 
the I. B. A. and a partner of Alex. 
Brown & Sons, Baltimore. He in- 
dicated that the association was 
placing considerable emphasis on 
its training and educational pro- 
gram in the post-war period and 
that the appointment was de- 
signed to further implement its 
activity in this field. 

Mr. Clark, who will make his 
headquarters in Washington, 
D. C., has been on active duty 
with the U. S. Navy since April, 
1942, during which time he was. 
closely associated with the Navy’s 
program of officer training. He 
was a member of the staff of the 
U. S. N. R. Midshipmen’s School, 


| Chicago, Illinois and most recent~ 


ly completed a tour of duty in the 
Navy Department, Bureau of 
Naval Personnel. He has recently 
been released by the Navy and is 
now actively engaged in the work 
of the Association. 


Prior to entering the Navy, Mr. 
Clark had been associated with 
the Peoples National Bank of 
Washington in Seattle for eight 
years and served as manager o£ 
its Bond Department during the 
last year and one-half of that 
period. He was graduated from 
the University of Washington in 
1933 with an A. B. degree. 








Ralph DeGroff Returns 
enlisted as a private in the 102nd| To Mackubin, Lege & Co. 


BALTIMORE, MD.—Mackubin, 
Legg & Company, 22 Light Street, 
members of the New York Stock 
'Exchange, announces that Ralph 
| L. DeGroff, previously command-- 
'er, USNR, has resumed his con- 
nection with the firm. 





——$——— 


Col. James Cullum With: © 
Eastman, Dillon & Co. 


Eastman, Dillon & Co. 15 
Broad Street, New York City, 
members of the New York Stock 
Exchange, announce that Col. 
James B. Cullum, Jr., A. U. S., is 








now associated with the firm. 











This announcement appears as a matter of record only and is under no circumstances to be construed as an 
offering of these securities for sale, or as an offer to buy, er as a solicitation of an offer to buy, 
any of such securities. The offering is made only by the Prospectus. 
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1,800,000 Shares ! 


























Kaiser-Frazer Corporation 


Common Stock 
Par Value $1 Per Share 









































Price $20.25 per Sharé 









































Copies of the Prospectus may be obtained from only such 
of the undersigned as may legally vffer these Securities in 
compliance with the securities laws of the respective Slates. 















































Otis & Co. 


Incorporated) 


First California Company 














Allen & Company 
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Securities Salesman’s Corner 


DUTTON = 








By JOHN 


Some Observations Regarding Profit Taking— 
When, How, Why 

It is not only important to sell securities that will show your 
customers a fair return (and price appreciation whenever this is 
possible), but extreme care and judgment must be exercised when 
you take them out of a security. . 

Of course, we are all tamiliar with the excessive tax penalties 
which are exacted when a short-term profit is made. No account 
should be taken out of a security under six months, unless it is an 
emergency case. If conditions warrant the sale of a security under 
six montns, the fact should be made plain to the holder of that 
security. To do otherwise is to open the door to criticism when 
next year’s taxes are to be paid. Best course to follow here is to 
tell the customer just what he must expect to pay in taxes if he 
takes a short-term profit—then there will be no misunderstanding. 

There are many securities that have had a very substantial price 
rise during the past year. Some of them may have reached the point 
where profit-taking appears to be the logical thing to do. But did 
you ever take a customer out of a security, sell them something else, 
and later on see the security which you sold out, advance sharply in 
price above that which you sold it? It’s a very difficult situation 
in which you will find yourself. In these times of unsettled condi- 
tions and markets that sometimes act like there is no basis in reality 
for the way which the prices of certain stocks will jump all over 
the lot—who can really know the answer to the problem of “where 
to sell”? So why not hedge? If a particular security begins to 
act like it has reached a point where a sale is justified; SELL HALF 
OF IT. The investor who sells half of his holdings and then lives to 
see the other half sell at higher prices, can never complain that you 
used poor judgment in selling out a part of his holdings. It is never 
a sign of weakness to admit that you are uncertain regarding the 
future market price of any security. No salesman can be criticized 
for urging prudence and caution in times like these. That is the 
course you are advocating when you advise the sale of a portion of 
your client’s holdings when prices reach a point that you believe 
is no longer warranted by the outlook for the future. 

Then there are investment accounts which are dependent entirely 
upon income. Some salesmen today are finding it very difficult to 
replace securities that have advanced sharply in price, with a com- 
parable investment that also pays a fair return. Based upon original 
cost the income return is still good—but taking present prices as a 
criterion the securities in question appear to be very vulnerable tec 
a future price collapse. What is the right course to follow? Leave 
the high-grade, but over-valued items where they are and make nc 
changes. Or sell them out and substitute more speculative holdings. 
Here is where we must use a high degree of judgment. The age, 
financial condition and earning .capacity of the investor must be 
taken into consideration. Certainly, people dependent upon their 
income from investments, with limited earning capacity, should not 
be induced to give up intrinsic quality even if they may see a price 
depreciation in the value of their holdings in the future. Then there 
are other investors who can afford to take a larger risk—but from 
the salesman’s viewpoint one thing is absolutely essential—EXPLAIN 
THE RISKS—TELL THE WHOLE STORY—MAKE IT AS PLAIN 
AS DAY AS TO JUST WHAT YOU ARE DOING AND WHY YOU 
BELIEVE IT IS GOOD BUSINESS TO DO IT. 


The whole basis for success in the keeping and building of a 
clientele is THE CONFIDENCE WHICH YOUR CUSTOMERS HAVE 
IN YOU. The only way you can build this confidence is to tell the 
whole story, clearly, truthfully, and completely. Let your customers 
know WHY they are doing something. Keep their objective ahead 
of them. If it’s income they want—let them know you are trying 
to give them as much of it as you can without sacrificing safety of 
principal—if they want to speculate that’s another story. It’s not 
only important to sell the right securities to the right people, IT’S 
VITAL TO YOU THAT THEY KNOW WHY THEY ARE BUYING 





Mary Lee Candies, Inc. 


Common Stock 


Prosnectus on request 


_ HERRICK,WADDELL & Co., INC. 


55 LIBERTY STREET, NEW YORK 5, N. Y. 


Ends Margin Trading 


(Continued from page 373) 


assets, such as homes, farms, busi- 
/ness properties and securities. 
| “The most effective way that I 
know. of to curb speculation in 
| capital assets would be to increase 
| substantially the rate of the cap- 
ital gains tax, or the holding pe- 
riod, or a combination of both. 
For a long time I have advocated 
enactment of legislation to this 
end as a temporary protective 
measure applicable to all future 
purchases. This would not deter 
the selling of assets held at the 
time the measure was introduced 
in Congress, but it would greatly 
deter buying for the speculative 
rise after that date. It would not 
affect the purchase of capital 
assets of any kind which have 
been or are being bought for per- 
rather than for the speculative 
rise. 

“In addition, it is important to 
point out that so long as the pub- 


through the purchase of Govern- 
ment securities by the banking 
system, the supply of money will 


on savings and investment funds. 
The resultant pressure of an in- 
creasing money supply and of 
lower interest rates is bound to 


crease the difficulty of holding 
down the cost of living. 


“It is, therefore, imperative that 


sonal use or long-term investment | 


lic debt continues to be monetized | 


continue to increase, thus tending | 
further to reduce the interest rate 


have a further inflationary effect | 
upon all capital assets and to in- | 


: (other than an exempted security ) 

shall have no loan value. 
Maximum Loan Value for Spe- 

cialists’ Accounts.—In a special- 


ist’s account subject to section 4/| : 
| Jerome J. Kern, and Melvin G. 
| Ott of Robert Winthrop & Co. 


(g) of Regulation T, the maxi- 
mum loan value of a registered 
security (other than an exempted 
security) shall be 50% of its cur- 
rent market value. 

Margin Required for Short Sales 
in General Accounts.—The amount 
to be included in the adjusted 
debit balance of a general account, 
pursuant to section 3 (d) (3) of 
Regulation T, as margin required 
for short sales of securities (other 
than exempted securities) shall be 
100% of the current market value 
of each such security. 

Margin Required for Short 
| Sales in Specialists’ Accounts.— 
| The amount to be included in the 
adjusted debit balance of a spe- 
cialist’s account, subject to sec- 
tion 4 (g) of Regulation T, as 
margin required for short sales of 
securities (other than exempted 
securities) shall be 50% of the 
current market value of each 
such security. 


AMENDMENT NO. 6 TO REGU- 
LATION U 


Issued by the Board of Governors 
of the Federal Reserve System 


The Supplement to Regulation 
U is hereby amended to read as 
| follows: 
| 


the process of further monetizing | SUPPLEMENT TO REGULA- 
of the public debt through the | TION U 
banking system be ended so that | Issued by the Board of Governors 














American Fruit Growers Inc., Com. 
Arden Farms Co., Pfd. & Com. 
Fullerton Oil Co., Com. 


Wagenseller & Durst. Inc. 


Bembers Los Angeles Stock Exchange 
626 SO. SPRING ST. TRINITY 5761 
LOS ANGELES 14 
Teletype: LA 68 








Market Quotations and Information on all California Securltles 








(other than exempted securities) 
shall have no loan value in a gen- 
eral account, any transaction con- 
sisting of a purchase of a security 
other than a purchase of an ex- 
empted security or a purchase of 
a security to reduce or close out 
2 short position shall be effected 
in the special cash account pro- 
| vided for by section 4 (c) or in 
| some other appropriate special ac- 
|count provided for by section 4. 
2. By changing the Supplement 
to read as follows: 
SUPPLEMENT TO REGULA- 
| TION T 
| Issued by the Board of Governors 
of the Federal Reserve System 
Effective Jan. 21, 1946 
| Maximum L’an Value for Gen- 
_eral Accounts.—In a general ac- 





| count subject to section 3 of Reg- | and will represent them in these 


ulation T, a registered security 


This process needs to be | 


specifies that registered securities | 


the rate of return on investments! of the Federal Reserve System 
would be stabilized and would 
reflect the supply of savings and 
investment funds in relation to 
the demand instead of reflecting 
an increasing amount of bank 
credit. 
stopped not only by bringing 
about a balanced budget, but also 
through measures to check further 
unnecessary expansion of commer- 
cial bank holdings of Government 
securities. 

“Only by a vigorous, compre- 
hensive attack along the entire 
economic front can the battle be 
successfully waged against infla- 
tionary pressures. Credit curbs 
are at best supplementary and not 
basic measures for reaching the 
underlying causes of these pres- 
sures.” 

The formal order of the Board 
of Governors of the Federal Re- 
serve System, constituting Amend- 
ment No. 5 to Regulation T and 
Amendment No. 6 to Regulation U 
is as follows: 


AMENDMENT NO. 5 TO 
REGULATION T 
Issued by the Board of Governors 
of the Federal Reserve System 
Regulation T is hereby amended 
in the following respects, effec- 
tive Jan. 21, 1946: 
l. By adding the following 
sentence to section 3 (a): 
During any period when the 
Supplement to this regulation 


Effective Jan. 21, 1946 

| For the purpose of section 1 of 
| Regulation U, no stock, whether 
‘or not registered on a national 
| securities exchange, shall have 
any loan value. 

Loans to Specialists.—Notwith- 
standing the foregoing, a stock, if 
registered on a national securities 
exchange, shall have a maximum 
loan value of 50% of its current 
market value, as determined by 
any reasonable method, in the 
case of a loan to a member of a 
national securities exchange who 
is registered and acts as a special- 
ist in securities on the exchange 
for the purpose of financing such 
member’s transactions as a spe- 
cialist in securities. 





Edward P. Currier Dead 


Edward Putnam Currier, re- 
tired investment banker, died at 
his home at the age of 59. Mr. 
Currier, shortly after his gradua- 
tion from Harvard, was appointed 
secretary to James F. Curtis, then 
assistant secretary of the United 
States Treasury. In 1911 he came 
to New York to be an assistant to 
the late Frank A. Vanderlip, pres- 
ident of the National City Bank 
of New York. In 1917 he returned 
to Washington with the Aircraft 
Production Board of the Council 
of National Defense and was 
commissioned a major in _ the 
Aviation Section: of the Signal 
| Corps. 

At the end of the first World 
War he became a partner in 
Montgomery & Co., and in 1921 
entered the firm of Marshall 
Field, Glore, Ward & Co. He was 
a member of the firm when he 
retired ten years ago because of 
poor health. At the time of his 
death he had an office with 
Glore, Forgan & Co., 40 Wall 
| Street, New York. 


| 








Taggart Adds to Staff 


| PHILADELPHIA, PA.—the in- |! 
| vestment firm of Charles A. Tag- | 


|gart & Co., 1500 Walnut Street, 
announce that Roy E. Brumbaugh, 
|Lansdale, Pa., and William J. 
| Bates of Atlantic City, N. J. have 
joined their sales organization 


| respective territories. 


N. Y. Finance Institute 
Announces Spring Term 


The New York Institute of Fi- 
nance has announced the follow - 
ing courses to be offered during 


| the Spring Term of 1946: 


Accounting Principles, under 


Business Economic, under Louis 


|H. Whitehead, Louis H. White- 


head Company. 

Business Finance, under Wil- 
liam C. Stafford of Colgate-Palm- 
olive-Peet Co. 

Federal Income Tax Practice II, 
under Charles Meyer, C. P. A. 
and Attorney. 

Personnel Relations in_ the 
Business of Finance, under Jessie 
Bloodworth, Personnel Relations 
Consultant of the Association 
Stock Exchange Firms. 

Practical Spanish (advanced) 
under Eduardo V. Moore. 

Accounting Background 
Security Aanalysis; Albert 
Squier. 

Security Analysis I and II— 
Herman J. Borneman, New York 
Stock Exchange: Belmont Tow- 
bin, C. E. Unterberg & Co.; 
Charles F. X. McGolrick, Sar- 
torius & Co., and S. B. Lurie, 
Paine, Webber, Jackson & Curtis. 

Introduction to Finacial State- 


for 
P. 


|ment Analysis—Andrew F. Lynch, 


Abraham & Co. 

Investment Account Manage- 
ment—Stephen M. Jaquith, In- 
vestors Counsel, Inc. 

Analysis of Public Utility Hold- 
ing Company Securities—W. Tru- 
slow Hyde, Jr., Josephal & Co. 

Analysis of Public Uitility Op- 
erating Company Securities I] — 
Charles A. O'Neil, R. W. Press- 
prich & Co. 

Analysis of Railroad Securities 
—Pierre R. Bretey, Baker, Weeks 
& Harden. 

Current Developments in Util- 
ities—Harold H. Young, Eastman, 
Dillon & Co. 

Current Developments in Rail- 
roads Patrick B. McGinnis, 
Pflugfelder, Bampton & Rust. 

Work of the Stock Exchange 
and Brokerage Office Procedure 
—John H. Schwieger, New York 
Stock Exchange, and Andrew F. 
Lynch, Abraham & Co. 

Work of the Order Department 
—Fred W. Hansen, Pershing & 
Co. 

Work of the Margin 
ment—George E. Orr, 
Co. 

Work of the P. & S. Depart- 
ment—F. Warren Green, Hall- 
garten & Co. 

Work of the Cashier's Depart- 
ment—George E. Rieber, Assist- 
ant Secretary of District No. 13 of 
the National Association of Se- 
curities Dealers, Inc. 

Advanced Margin Problems — 
Paul C. Fitzgerald, Hirsch & Co. 

Controllership Techniques ap- 
plied to the Brokerage Business— 
David Krell, Thomson & McKin- 
non. 

Legal Aspects of the Securities 
Business—Irwin A. Brodsky, le- 
gal advisor, J. & W. Seligman & 
Co. 


Depart- 
Bache & 





Correspondence courses are also 
|offered by the Institute. Enroll- 
ments should be made with the 
New York Institute of Finance, 20 
Broad Street, New York City. 

It is also announced that the 60th 
edition of the Institute’s Ednca- 
tional Tests for New York Stock 
Exchange Member Firm Em- 
ployees is now ready: price, $1.00. 





‘Henry A. Brown T 
Represent Rollins 


HARTFORD, CONN.—E. HH. 
| Rollins & Sons Incorporated an- 
nounces that Henry A. Brown has 
become associated with them as 
‘their representative. Mr. Brown 
was formerly manager of the 
|'Bond Department for E. T. An- 
| drews & Co. and prior thereto 
| Was Hartford manager for Este & 
Pollard. 
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We Floridians have for many 
years advertised Florida as “The 
Land of Enchantment.” We who 
live here believe just as firmly as 
ever that our 
state is the na- 
tion’s premier 
vacation land, 
that its beau- 
ties are won- 
drous, its sun- 
shine full of 
vitamins and 
its soft cli- 
mate a pilllow 
of down for 
the frayed 
business man. 

But we also 
have had the 
conviction that 
Florida is a 
Land of Op- 
portunity. Al- 
thoughthe 
state lacked 
the smokestack-serried landscape 
of big industrial areas, Florida 


harbored more factories than 
many people realized. 

When the war came many of us 
were worried about our local wel- 
fare as well as the tremendous 
problems faced by the nation. If 
Beauty and the Beach were to be 
banished for the duration, what 
then could we use to buy war 
bonds? I am happy to say that 





Millard F. Caldwell 





Governor of Florida 


Florida: A Land of Opportunity 


By HON. MILLARD F. CALDWELL 


Governor Caldwell Points Out That in Addition to Being a “Land of Enchant- 
ment,” Florida Has Become a Land of Industrial Opportunity and Expects to 
Assume in the Next Decade a Substantial Place in the Nation’s Industrial 
Life. Recounts the State’s Industrial Progress During War. 


Florida found the answer and that 
we have emerged from the war 
with a confidence gained through 
four trying years that our indus- 
try as well as agriculture is a 
sturdy growth. 


Thousands of war workers came 
to Florida, and not a few from 
Florida farms, to man shipyards, 
industrial aviation facilities and 
similar factories engaged in direct 
war work. We Floridians became 
familiar for the first time, with 
production lines. And we proved 
those lines will grow and flourish 
alongside orange groves and bath- 
ing beaches. At the same time we 
acquired a substantial force of 
skilled labor, many of whom want 
to stay here, others who owned 


homes here previously. 

Why not? Is not labor happier 
in pleasant surroundings? Are not 
children healthier with fresh 
fruits and vegetables from the 
home garden the year around? 
Does not the worker, as well as 
the vacationer, enjoy a swim on a 
Saturday afternoon fishing trip? 





Let me pause here to say that I 
do not pretend to voice Florida 
hopes of becoming a state of Pitts- 
burghs and Detroits. We realize 
that other sections of the country 
not blessed as are we, have such 
things as coal or iron ore or 
cheaper freight rates provided 
by nature or man in recompense. 


But let me announce for the 
people of Florida who will spend 
a million dollars in the next two 
years delivering this message— 
that Florida expects to assume in 
the next decade a substantial place 
in the nation’s industrial life. 

We began industrial research 
before the war, research financed 
by the state in an experimental 
station at the University of Flor- 
ida and directed into channels 
which indicated logical probabili- 
ties of benefit. In addition, nu- 
merous private firms and individ- 
uals have begun exploration in 
fields allied with their present in- 
dustry. Much of this work has 
been with a view of new products 
or improved products from our 





well established and unique ag- 
ricultural enterprise. 

Citrus products and by-products 
are growing constantly in value 
and in variety. New crops for 
food, fiber and oil are being de- 
veloped, several with exceptional 
promise of leading to new indus- 
try. Our cattle industry has be- 
come a point of pride, whereas a 
generation ago we were prone to 
apologize for it. 

The growing and processing of 
pulp wood into paper, which 20 
years ago was but a gleam in a 
chemist’s eye, accounted for a 
$41,000,000 income to Florida in 
1944. This is but one item of 
wealth to be obtained from Flor- 
ida forests, which incidentally 
produced nearly $6,500,000 of 


naval stores during the same year. 
One company has even made per- 
fumes and synthetic camphor from 
pine stumps. 

Florida’s fishing industry long 
has been well established, with 
production in recent years rang- 
ing more than 300,000,000 pounds. 





Modern freezing methods promise 
further growth in this line and the 
creation of new plants, products 
and wealth. Until stopped by the 
war, the catching of sharks for 
their oil was being done profit- 
ably by at least one Florida con- 
cern. 


It is impossible for me to give 
here an itemization of the fields 
of opportunity offered by our 
state. At present our chief manu- 
facturing enterprises cover four 
general fields: food products of an 
agricultural nature, fish process- 
ing, manufacture of tobacco pro- 
ducts, and forest products. A 
score or more manufactures have 
found it profitable to move ready- 
to-wear and sports togs shops to 
Florida and now are introducing 
Florida styles. Shell, wood and 
leather novelties offer a field in 
which not a few enterprising indi- 
viduals have built up nationally- 
sold lines. 


Shipbuilding, boatbuilding, fur- 
niture manufacturing, glass manu- 
facture, fabrication of electrical 
equipment—all these and more 


have been proved practical Flor- 
ida industries. It is my sincere be- 
lief that Florida’s industrial fu- 
ture, aided by present friendly 
laws and tax structures, is limited 
only by the imaginative bounds of 
ingenious men. We invite indus- 
trialists to see for themselves. 































FLORIDA’S ALL-AROUND, YEAR ‘ROUND 


© senne YOUR BUSINESS LOCATION? 
OPENING A NEW PLANT OR WAREHOUSE? 


INTERESTED IN SOUTH AMERICAN MARKETS? 
Then Consider Florida! 






































Florida Has the Natural 


Resources that Could 


Be Turned to Varied Manufacturing Enterprises! 


Raw materials can be processed into 
glass, plastics, leather, paint, pottery, all 
of the products and by-products of the 
lumber industry,’ abound in Florida. 


Florida's sands and clays, its deposits of 
ilmenite, zircon and rutile, the products of 
its fields and forests offer a glowing op- 
portunity to the industrialist who wishes 
to profit from this happy combination of 
tremendous natural advantages and 
ready access to great local, national and 
international markets. Florida is only a 
matter of hours away from vast West 
Indies and South American markets. 


The time to investigate and act is now. 
Florida's industrial empire is coming into 


its own. 






INDUSTRIAL ADVANTAGES ARE UNEQUALLED 








1. IDEAL CLIMATE... Mild, open winters and 
surprisingly pleasant summers provide health- 
ful year around working conditions. Median 
yearly temperature 78°. 

2. LOW COST FACTORY SITES... Are available 


at or near most desirable points of manufacture. 


3. PLENTIFUL LABOR SUPPLY... Florida's rapid 


growth provides a steady reserve of capable 
American workers. People like to work and live 
in Florida. 


4, FAVORABLE LAWS... Florida as a state has 


a high reputation for its cooperative policy 
toward industries. 


YOUR 


COMPANY 


5. REDUCED SHIPPING TIME . . . Its nearness to 


the West Indian and South American Markets 
is reduced by the network of airlines. 


6. ACCESSIBILITY TO NEW WORLD MARKETS .. . 


By air and sea, Florida is linked closely with 
the market area of millions of potential foreign 
customers. 


7. ACCESS TO RAW MATERIALS . . . Florida's 


raw materials have scarcely been touched and 
exist in vast quantities. 


: RAIL, HIGHWAY, WATER AND AIR TRANSPORTA- 


. - « Place Florida at the hub of a vast 
CAN PRO 
a * a * e a € - 





market area. Florida, as the point of shipment, 
thus becomes the point of sale. 


9. ADEQUATE HOUSING . . . Florida's past growth 


has resulted in building thousands of new, 
modern homes. War housing projects have 
added others. 


10. YEAR AROUND RECREATION . . . For which 


Florida is unequalled, means healthy, contented 
and efficient workmen. 


11. EXPANDING LOCAL MARKETS . . . Florida's 


rapidly growing population insures steadily 
expanding local markets. 


12. ADEQUATE POWER FACILITIES . . . Even now 
IN FLORID 


Florida Power & Light Company is building two 
large generating plants. In peace as in war, 
the power supply on interconnected systems 
will not be “Too Little or Too Late”. 


13. PLENTIFUL WATER SUPPLY... ts available 


throughout the entire state for all necessary 
purposes. 


The Industrial Development Department of Florida 
Power & Light Co. has prepared abstracts on the in- 
dustrial possibilities of a number of Florida’s raw 
materials. Copies can be obtained from any local 
manager or by writing the Industrial Development 
Department, Florida Power & Light Company, Box 
3100, Miami, Florida. 
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Florida Security Dealers Assoc’n Again Active 


The Florida Security Dealers 
Association held its first conven- 
tion in four years on Dec. 6, 7 and 
8 at The Inn, Ponte Vedra Beach, 
Florida, and immediately em- 
barked upon a program designed 
to make its influence as a body 
felt in legislative and economic 
factors affecting the postwar 
prosperity of the State of Florida. 
The Association has been more or 
less dormant during the war 
years, due to travel difficulties 
and because many of its mem- 
bers were in the armed forces. 
However, with the end of the war, 
the Association laid its plans to 
function again in an active man- 
ner, and to make a strenuous ef- 
fort to enroll every dealer in the 
State in the organization. It is 


felt that only by having an all- 
inclusive organization can the As- 
sociation do the maximum con- 









-Thomas S. Pierce 


T. Nelson O’Rourke 























Archie R. Morrison 


structive work. In addition it is 
the hope and belief of the Asso- 


ciation that many banks in the 
State will accept membership, 
the members feeling that the 
banks and the security dealers 
should closely cooperate in many 


matters of mutual interest. 
There is much _ constructive 


work to be done in the field of 
investments in the State, both 
from the standpoint of the in- 
vestor and from that of the cor- 
poration desiring maximum mar- 
ket distribution of its securities 
in Florida. To have the Associa- 
tion, acting as an organized body 
with a definite long-range pro- 
gram, carry on such work in the 
legislative and educational field, 
will be its principal aim during 
the coming years, a sentiment 
strongly expressed by the mem- 
bers at the convention. It is felt 
that the Association can do more 
good representing the dealers 
and banks collectively than the 
individual institutions can do by 
themselves in matters affecting 
the investment business in gen- 
eral in the State. The Associa- 


tion will actively favor and spon- 
sor such legislation as it deems 
necessary to safeguard the in- 
vestor, and will actively object to 
any it deems detrimental. It will 
oppose the passage of any legis- 
lation it believes will handicap 
the marketing of securities in the 
State, whether corporate or mu- 
nicipal. New corporations will 
feel more inclined to look upon 
Florida as a favorable place to 
market their securities when it is 
known that an active group of 
dealers and banks is fully or- 
ganized and equipped to do this 
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| work and when they realize the 
j 

(| the State. 

| 


| potential investor demand within 


In these coming postwar years 
| the Florida Security Dealers As- 
| sociation feels itself to be better 
| qualified than at any other time 
| before in its history to play a 


1 key part in the industrial, finan- 


cial and municipal development 
'of the State. At the inception of 
the «organization in 1933, the 
membership followed a natural 
course in being composed pri- 
marily of dealers in municipal 
bonds. At that time the primary 
financial concern in the State was 
the low-ebb of municipal credit, 
dealt a severe blow by the tre- 
mendous over-expansion in debt 
of many of the taxing units in the 
State during the real. estate 


“boom.” This situation improved 
tremendously during the thirties, 
and it is universally agreed that 
much of the credit for this re- 
habilitation must go to the mem- 
bers of the Association acting col- 
lectively and individually. They 
were very active in devising re- 
funding programs that enabled 
taxing units to work out of their 
difficulties, and, at the same time, 
insured a fair settlement for the 
bondholder. 

They were instrumental in se- 
curing the consent of bondholders 
to these refunding programs, and 
finally in safeguarding the in- 
vestor by insuring that the tax- 
ing unit carried out the terms of 
the program. On various occa- 
sions the Association backed leg- 
islation in the State Legislature, 
and indirectly in Washington, 
that was of benefit to the investor 
and to the debt-harassed com- 
munities, and fought legislation 
that was adverse to their inter- 
ests. The municipal debt situa- 
tion at the time of organization of 
the Association in 1933 was cha- 
otic, to say the least—since then 
municipal credit has advanced to 
a point where Florida bonds are 
selling at prices comparable to 
many northern credits. The fi- 
nances of practically all of the 
Florida taxing units are now on a 
sound basis, a condition which is 
of great benefit in attracting new 
industries to the State, and in in- 
suring that the tremendous poten- 
tial growth of Florida becomes an 
actuality. 

With the attraction of new in- 
dustries to the State, and the de- 
velopment of companies owned 
largely in the State, it was nat- 

















After Lapse of Four Years, Florida Security Dealers Association Held Conven- 
vention in Which Much Constructive Work Was Done in the Field of Invest- 
ments in the State. Membership of Association Broadened and Security 
Dealers in State Prepared to Take an Increasing Part in Attracting New 

Industries and Distributing Their Issues. 


ural that dealers distributing the 
securities of these companies 
should grow in number, and also 
natural that they should take an 
ever-increasing part in the af- 
fairs of the Association. At the 
present time dealers in corporate 
securities are very active in the 
Association, as are also dealers in 
investment trusts and New York 
Stock Exchange houses. The 


complexion of the Association 
has, therefore, been changed con- 





Harvey B. Craven E. W. Jackson 























Geo. M. McCleary 


siderably since its inception, and 
with its new diversity of interest 
is in a better condition than ever 
to have an active part in the de- 
velopment of the postwar pros- 
perity of the State, better able to 
act as a body representing all the 
security dealers and banks in 
Florida. At the convention at 
Ponte Vedra an election of a new 
Board of Governors and new offi- 
cers was held for the first time 
since the previous convention in 
1941. The following officers were 
elected: 

Thomas S. Pierce, President, 
Clyde C. Pierce Corp., St. Peters- 
burg; T. Nelson O’Rourke, Vice- 
President, T. Nelson O’Rourke, 
Daytona Beach; Archibald R. 
Morrison, Secretary - Treasurer, 
Co., Miami, and Mr. Morrison 
The Ranson-Davidson Co., Inc., 
Miami. 

In addition to the above three 
officers, the following men were 
also elected to the Board of Gov- 
ernors: 

H. B. Craven, Smith-Craven, 
Lakeland; E. W. Jackson, Thomas 
M. Cook & Co., West Palm 


New Officers Elected. 


succeeds George U. Robson, Cohu 
and Torrey, Miami. 


The Association has wunder- 
taken an active and progressive 
program to keep the rest of the 
country’s financial interests in- 
formed as to the development in 


Florida’s industrial and financial 
growth. The members feel 
strongly that Florida will have a 
large and stable postwar growth, 
and that their efforts will have a 
part in attracting new industries 
and companies to share in and 
augment this development. 


Beach; G. M. McCleary, The Flor- 
ida Securities Company, St. Pet- 
ersburg; R. D. Baldwin. 


Mr. Pierce succeeds Mr. Jack- 
son, Mr. O’Rourke succeeded Rob- 
ert H. Cook, B. J. Van Ingen & 
Co., Miami, and Mr. Morrison 








FOREMOST 
DAIRIES 


Believes in the South! 


Largest dairy company with headquarters 
in the South, Foremost Dairies has for years 
played an active and constructive role in the 


development of dairy farming in the South. 


Foremost believes that a new day is dawn- 
ing for the South . . . that an era of unprece- 
dented prosperity and growth is at hand... 
and that expanded dairy farming and modern 
dairy practices will be an important factor in 
stabilizing this prosperity and growth. 


Foremost invites finance and industry to 
turn its eyes to the South . . . to investigate 
the great new opportunities that exist in this 
region that is just now beginning to develop 
its latent possibilities. 


FOREMOST BELIEVES IN THE SOUTH! 


FOREMOST 


DAIRIES OF THE SOUTH 
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ida’s Bri ial F 
Florida’s Bright Industria uture 
By A. W. HIGGINS 
President, Florida Power Corporation 
That Florida has not been Holding That, Because of Publicized Fame as a Place of Perpetual Sunshine and =| f/20iity of employment on other 


thought of in the national scene, 
except by the initiate, as an indus- 
trial state is largely because of its 
greater and 
persistently 
publicized 
fame as a land 
of perpetual 
sunshine and 
flowers, to 
which the rest 
of the coun- 
try, if it has 
the leisure and 
the fare, can 
withdraw in 
the season of 
snow, ice and 
furnace tend- 
ing. 

But while 
this estimate 
of Florida has 
been tena- 
ciously held in 
Northern points almost since the 
day Ponce de Leon landed here to 
seek the fountain of youth, count- 
less thousands subsequently have 
actually found the evolution of 
Florida from a play paradise to a 
living paradise—and a working 
paradise not yet fully evaluated— 
has been gradually, but surely in 
the making. 


To an extent little realized in 
the rock-ribbed and more rugged 
states, Florida already has been 
_ built up by the natural process of 
the casual or seasonal visitor de- 
ciding he doesn’t want to go back 
home. By the scores, the hundreds 
and the thousands, he has decided 
that the climate and the other 
amenities of living which Florida 
offers are what he wants. He has 
found here natural advantages 
that have amazed him, latent re- 
sources awaiting his development, 
and an existing reservoir of native 
ability and make-to-do. To these 
he has added all his own re- 
sources—vast and dynamic in the 
aggregate—of experience, ma- 
tured judgment, special skills and 


accumulated capital. Florida al- 
ready has become the repository 
of ,much of the culture, training 
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and earned experience of every 
state east of the Mississippi and 
several beyond it. 


Florida an Industrial Factor 
This could not have happened 
without reason. The answer is also 








Statement of Condition of 


The FIRST NATIONAL BANK of TAMPA 


TAMPA, FLORIDA 





December 31, 1945 
: RESOURCES 
ETRE STIR DDE BE yc 0, $ 6,133,366.53 
REE EEG ES MERRIER SANE! 3° ICSE Pe Et 1,164.71 
NS SIEGE NEEL ELE ALES 679,601.98 
SS OEE ae Ue 76,829.54 
REESE PRR ISIS ale ea 3.00 
Interest and Income Accrued Not Collected____________ 161,638.52 
Insurance and Other Expenses Prepaid________________ 23,879.47 
Stock in Federal Reserve Bank____.___________________ 60,000.00 
SRI ERS BN AEPPES LIE Ce a 85,619.13 
United States Securities_._.___________ $41,812,522.68 
State and Municipal Obligations______ 2,258,470.62 
Other Marketable Bonds______________ 2,263,209.46 
Cash and Due from Banks____________ 21,440,715.80 67,774,918.56 
$74,997 ,021.44 
LIABILITIES 
I inc i AR LEE CE $ 1,000,000.00 
ERIS RS OS Sai lie th a 1,000,000.00 
I eee 829,823.12 
Reserve for Contingencies, etc.._......__.....__________.. 373,498.84 
Income Collected Not Earned._._...._._.______________ 40,387.15 
Accrued Interest and Taxes..................._._.____ 99,010.90 
NISRA ie hy “ON a GOR a ae 19,644.87 
Re OC wemmane, 71,634,656.56 
$74,997 ,021.44 
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Flowers, Florida’s Industrial Progress Has Been Overlooked, Mr. Higgins 
Points Out That Because of New Developments, the State Has Already 
Turned From a Raw Material to a Finished Product Economy. Describes 
Florida’s Principal Industries and Calls Attention to Mineral Products 
Such as Phosphate and Recently “Struck” Oil. 





. Air view of St. Petersburg showing Florida Power Corp. generating plant in foreground. 


.| the state is turning definitely from 


the answer to a Florida already an 
industrial factor but bound to be- 
come an outstanding one. Florida 
has thriving resources without 
which her throngs of adopted citi- 
zens could not live, and she has a 
climate which is not only a relief 
in winter to the dweller north, 
but a boon to whomever seeks 
year-round relief from extremities 
of cold and heat and the other 
vagaries of weather that plague 
most of our nation. 


In our own headquarters city of 
St. Petersburg, the lowest record- 
ed temperature has fallen little 
below freezing and the highest is 
still several degrees below 100 
degrees. What Northern city can 
you name that has not seen in 
winter subzero temperatures that 
have slowed up or even paralyzed 
normal activities or in summer 
temperatures from 100 degrees up 
that have been a brake upon all 
physical and industrial activities? 

It has only recently been real- 
ized that Florida’s climate is not 
only a good one to be in, if you 
wish comfort and health, but a 
good one to work in—a virtual 
guarantee of unimpeded produc- 
tion every working day of the 
year. 


This realization received its 
main impetus from the production 
record—a shining one—made by 
Florida during the war. It became 
of peculiar significance through 
another wartime development — 
the devising of many new tech- 
niques’ and discovery of new uses 


through which Florida products 
are efficiently being processed 
right at home. The result is that 


a raw material economy to a fin- 





ished product economy which 


than a seasonal basis. 

Typical of the new industrial 
outlook may be considered citrus 
concentrates and ramie. The new- 
ly devised processing of grape- 
fruit and orange juices in such a 
way as to reduce their bulk and 
yet preserve flavor and all the 
healthful elements for shipping, 
carried Florida citrus all over the 
world during the war. There has 
been built accordingly a perma- 
nent new industry which makes 
sure the sale of all that Florida 
groves can grow in a market no 
longer confined to a part of the 
United States. 

The ramie plant, basis for one 
of the world’s’ toughest and most 
useful textile and rope fibers, has 
been found to thrive in the rich 
Everglades country around Lake 
Okeechobee. Florida governmen- 
tal and private enterprise, joining 
hands, not only made experimen- 
tal plantings that will grow into 
probably huge acreage but imple- 
mented the devising of machinery 
that for the first time makes prac- 
ticable on a commercial basis the 
clean removal of the vital plant 
fiber. No development of a natural 
fiber in recent years has so at- 
tracted the attention of textile 
and cordage technicians. One 
large company already has estab- 
lished a plant here and others are 
in prospect. 


What Florida Does Industrially 


What in the general industrial 
picture has Florida done already? 
The 1944 figures, latest that are 
complete, show that this state sent 
to the rest of the nation and 
abroad, 40 carloads of food every 
hour. This was a part of the total 
agricultural contribution of $405,- 
518,000. 

From its tourist industry, which 
Florida is not forgetting no matter 
how its manufacturing plants in- 
crease, the state got in 1944 some 
$300,000,000. The figure was vastly 
increased in 1945, but has not as 
yet been accurately assessed. 


In the same 1944 period, Florida 
for a second time, led all the 
world in citrus production with 69 
million boxes, or their equivalent. 
Their value at the packing plants 
totaled $202,000,000. 


With the largest commercial 
forest value in the South, Florida 
delivered $75,000,000 worth of for- 
est products. The surface, with 
better handling of forests and bet- 
ter utilization on the spot of cut- 
ting, has hardly been scratched. 
Much is expected of the new plas- 
tic techniques, particularly signif- 
icant to forestry and revolution- 
ary paper-making techniques. On 
a healthy starting basis is an en- 
tirely new industry, processing 
the formerly utterly ‘useless pal- 
metto into a plastic material with 
wide uses in the manufacture of 
articles and in construction. 

Florida’s great fishing indus- 
try, whether selling direct or to 
the growing ranks of the proces- 
sor, cannot be tagged today as 
worth less than $25,000,000 (with 
further developments in process- 
ing and shipping bound to give 
added stimulation), while its live- 
stock industry, busy building up 
cattle species, fencing range and 
developing pasturage, already 
ranks it among the range cattle 
leaders. 

Minera! Resources 


Another resource which public- 
ity has little credited us with is 
mineral. Oil has been “struck” in 
Florida—to an extent that enabled 
one company to claim the state’s 
award for commercial production 
but not to the extent of presenting 
a major producing field. Were this 
to be brought in, there would be 
another industria! revolution, 
what with Florida’s sand, min- 
erals, harbor facilities and stra- 





| multiplies income and guarantees 





(Continued on page 405) 
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New Tasks in Securities Law Administration 


The most devastating war in 
history has been brought to a vic- 
torious conclusion. During the try- 
ing years from Dec. 7, 1941 to its 
termination, 
the security 
dealers, brok- 
ers and in- 
vestment com- 
panies of our 
country have 
evidenced a 
wonderful 
spirit of coop- 
eration and pa- 
triotismin 
making it pos- 
sible for state 
and federal 
regulatomy au- 
thorities to 
hold fraudu- 
lent practices 
in the sate of 
securities at a 
minimum. 
This group of citizens have volun- 
tarily refrained from pushing their 
own business in order to assist 
the Government in the sale of 
bonds to the public; they have 
contributed freely their own per- 
sonal services and the services of 
their salesmen in the sale of Gov- 
ernment bonds in the public good 
while their own personal business 
interests were neglected. We wish 
now to give public recognition 
and acknowledgement to them for 
this patriotic service rendered. 


The war is over, but let us not 
forget that the transition from 
war to peacetime production and 
the establishment of a permanent 
peacetime economy is a more dif- 
ficult task than the prosecution of 
a successful war. We can no long- 
er look forward to that long 
hoped for time known as the post- 
war period, because it is already 
here. Now that peace has come, 
legitimate business is due for 
great expansion. Never in our his- 
tory have so many people had so 
much money in wartime savings. 
The protection of these savings is 
of supreme importance to us as 
administrators. A large group of 
swindlers may appear with the 
same old schemes dressed in new 
and attractive attire, and many 
fraudulent schemes may come 
forth under the guise of legitimate 
enterprise. Government econo- 
mists find that approximately 45% 
of the individual savings since 
Pearl Harbor have been accumu- 
lated by those earning under $5,- 
000 a year. The bulk of corpora- 
tion stock of this country is owned 
by men and women and families 
holding less than 100 shares each. 
That is why it is so necessary that 
we protect these savings, and 
equally important that we not re- 
tard the free flow of investment 
capital into legitimate enterprise. 
Our responsibility is heightened 
by these conditions which sur- 
round us today. In a system of 
free enterprise it is the accumu- 
lation of risk capital which makes 
possible the launching of new 


ideas. And new ideas mean jobs; 
for it is risk capital which finances 
the creation of industry. New in- 
dustry means prosperity. Free 
enterprise is a system which has 
provided a higher standard of liv- 
ing and greater security and hap- 
piness for a greater number of 
people than any other system yet 
devised by man. Let us not be 
used as an instrument to destroy 
it. 

The successful and equitable ad- 
ministration of the law against 
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*Message by Mr. Larson as new- 
ly-elected President of the Na- 
tional Association of Securities 
Commissioners. 


By HON. J. EDWIN LARSON* 


President, Notional Asseclation of seen gt eerie 
Mr. Larson, as the New President of the National Association of Securities Com- 
missioners, Points Out That the Bulk of Savings and Investments Are Now 
Comprised in Low and Medium Income Grou 
Important to Protect Their Savings but Also 
Flow of Capital Into Legitimate Ente 


fraud in the commerce of securi- 
ties has never been an easy task, 
but it is going to be much more 


difficult in the years just ahead— 
the years of peacetime production 











ps and That It Is Not Only 
to See to It That the Free 
rprise Is Not Retarded. 


tors must make certain that free 
and legitimate enterprise is not 
stifled, but we must also make 


sure that fraud does not run ram- 
pant in the land. This is our diffi- 
and expansion. We as administra-' cult task. This is our public re- 


sponsibility. Much has already 
been accomplished by this Asso- 
ciation in the way of educating 


the public to differentiate be- 
tween legitimate and fraudulent 
issues, and every prospective in- 








vestor has been urged to use the 
facilities of his state securities de- 
partment to make proper investi- 
gation before he invests. This 
work of education must be con- 
tinued, and the same experienced 
and efficient committee has been 
reappointed for another year for 
that purpose. 


Our first post-war meeting, hold 
at the Edgewater Beach Hotel in 


Chicago in November, 
now history. It was a very fruit- 
(Continued on page 407) 
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Combined Statements 


FLORIDA NATIONAL GROUP of BANKS 




















FLORIDA NATIONAL BANK 


of Jacksonville 


FLORIDA NATIONAL BANK 
& TRUST COMPANY 


at Miami 


FLORIDA BANK & 
TRUST COMPANY 


at Daytona Beach 


FLORIDA BANK 
at Chipley 


FLORIDA NATIONAL BANK 
at Lakeland 








$384,499,932.69 
FLORIDA NATIONAL 


GROUP of BANKS 





FLORIDA NATIONAL BANK 


of Pensacola 


FLORIDA NATIONAL BANK 


at Ocala 


FLORIDA NATIONAL BANK 


at Belle Glade 


FLORIDA BANK 
at Starke 


at Key West 


December 30, 


1944 





$ 44,042,600.77 
9,221,669.61 
283,224.89 
20,931.94 
3,842.14 


94,603.60 


101,292,213.75 252,541,017.07 





$302,207,890.02. 


December 31, 
RESOURCES 1945 

Loans and Discounts.............. $ 52,435,315.25 
Banking House & Furniture 4,979,761.85 
Other Real Estate Owned... 373,642.95 
Prepaid Expenses .000.0...0..... 33,463.53 
Other Resources ........... ete 6,456.99 
Customer's Liability a/c 

Letters of Credit ........... 41,968.21 
Accrued Interest and 

Income Receivable .........$ 1,225.663.73 $ 768,308.14 
U.S. Government Securities 166,685,559.23 128,999,934.65 
Florida County and 

Municipal Bonds ........ 21,566,384.39 19,571,841.35 
Other Securities .......... _ 1,728,213.54 1,908,719.18 
Cash on Hand and Due from 

er ee Se: cove 105,423,503.02 326,629,323.91 

$384,499,932.69 
LIABILITIES 

Capital Stock “2... Sete $ 6,925.000.00 
NN ee Pet GE 9,270,000.00 
Undivided Profits oo... 1,104,594.64 
MOMOIVOE: ne 1,223,689.69 
Reserve for Income Tax.......... 1,974,678.93 
Dividends Declared, 

not yet payable ow. 12,187.50 
Bille Pavenoi iciciccc.c 2c 450,000.00 
Other Liabilities 200000... 225.00 
Interest and Income Col- 

lected, not earned... 114,775.16 
Letters of Credit 000000... 44,968.21 
Deposits: 

U. S. Government .0. 34,654,389.70 26,216,056.99 

All Other Deposits ......... 328,725,423.86  363,379,813.56 





$ 6,825,000.00 
6,438,000.00 
683,553.88 
908,568.10 

1 234,348.16 


12,187.50 


279.29 


97,347.28 
97,103.60 


259,695,445.22 285,911,502.21 





$302,207,890.02 


FLORIDA NATIONAL BANK 


FLORIDA NATIONAL BANK at St. Petersburg 


FLORIDA BANK 


at Fort Pierce 


at Bartow 


FLORIDA NATIONAL BANK 


FLORIDA NATIONAL BANK 


at Coral Gables 


FLORIDA BANK 
at Port St. Joe 


FLORIDA BANK 
at Orlando 


FLORIDA BANK & 
TRUST COMPANY 


at West Palm Beach 
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The peninsula of Florida is a 
finger pointing directly at the 
potential richness of South and 
Central America and the islands 
of the Carib- 
bean. 

If you use 
a little im- 
agination in 
looking at a 
map, the 
Florida keys 
curving west- 
ward to Key 
West make 
the finger ap- 
pear bent in a 
beckoning 
gesture. 

Econom i- 
cally as well 
as geographi- 
cally, the 
beckoning 
finger is 
there. 

No area in the United States 
over the past decade has made 
more concrete progress in ce- 
menting trade relationships with 
the Latin American neighbors 
than has Florida. 

Upward of 40,000 Latin Amer- 
ican visitors a year get their first 
look at the United States when 
fast clipper planes wing them into 
the busy international airport at 
Miami. At Miami, the Latin busi- 
nessmen are mostly eight hours 
or less away from their offices. 

On one day alone late in De- 
cember last year, Pan American 


airways scheduled a total of 86 
passenger and cargo flights to and 
from the Latin American area 
from Miami. Cargo clippers, be- 
ing added in increasing numbers 
as equipment becomes available, 
carry everything from a tiny pin- 





McGregor Smith 


By McGREGOR SMITH 


President, Florida Power & Light Company 


tional business and banking es- 
tablishments in Florida will make 
it possible for a Latin American 
businessman to come to the 
United States, do his buying or 
merchandising, and return home 
without ever going north of the 
Florida state line. 


Miami Export Sales Center 
One of the biggest immediate 
magnets for the Latin Americans 
is likely to be the Miami Export 
Sales Center where the United 
States Government is disposing of 
surplus aircraft and aircraft parts 
exclusively to Latin American 
governments and individuals. 
Showrooms have been set up in 
the huge warehouses’ which 
served the Air Technical Service 
Command as a supply depot for 
the U. S. Air Forces during the 
war. 

There Latin American govern- 
ment and businessmen can come, 
inspect a score of varieties of 
cargo and transport planes and 





ion for a Mexico City precision 
instrument manufacturer to a 
huge gear for a broken-down oil 
rig at Maracaibo, Venezuela. 
Prospects are bright that within 
a relatively short time the es- 


make their purchases. There also 
are available something like 200,- 
000 separate items of aircraft 
parts and equipment stocked. for 
American air forces during the 
war. 





tablishment of various interna- 


Florida Power and Light Executive Points Out the Geographic Advantages of 
Florida as a Connecting Link in Trade and Travel Between the Latin Ameri- 
can Countries and the United States, and Calls Attention to the Establish- 
ment of the Miami Export Sales Center by the U. S. Government as “the 
Biggest Immediate Magnet” for Latin-Americans and the Organization 
of the Pan American Bank of Miami as Well as the Proposed Latin- 
American Cultural and Trade Center as Instruments for the Crea- 
tion of 2 Multi-Million Trade Mart in Florida. 
pletion of a Car Ferry Service and a “Caribbean Spur” of the 
Pan American Highway as Aid in Assisting Inter- 


Urges the Com- 


American Trade and Travel. 


its official life only at the first 
of this year. Jn the first three or 
four days of operation it racked 
up about $100,000 in sales of sur- 
plus planes and equipment to 
three South American nations. 

Planes, plane equipment, and 
other aviation items are likely to 
find a big market in Latin Amer- 
ica for a number of years to come. 

Many of the southern hemi- 
sphere countries jumped from 
muleback to the airplane as a 
system of transportation. In many 
of them a journey that is only 
three hours long by an estab- 
lished air route takes four to six 
days by train, highway and trail. 
Until highway, telephone and 
telegraph construction catches up, 
air communications are going to 
continue to be intensified. 

In Colombia, for instance, the 
war was scarcely over before 
businessmen in Bogota, Barran- 
quilla, Medellin and Cali were 
bombarding United States com- 
mercial attaches and business 
representatives for information 
on how to get some U. S. planes 
for new and intensified air lines. 
Florida banking circles are go- 
ing ahead with plans to assure 





The export sales center began 


that all international exchange fa- 
cilities will be available on the 





Statement of Condition of 


The EXCHANGE NATIONAL BANK of TAMPA 


December 31, 1945 
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Member Federal Deposit Insurance Corporation 
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spot for carrying out U. S.-Latin 
'American business transactions. 


| The Pan American Bank of Mami 


The Pan American Bank of 
Miami, which opened last Dec. 1, 
lists as one of its main aims the 
providing of all necessary serv- 
ices for Latin American business- 
men. It already has accounts 
from a number of Cuban and 
Puerto Rican banks. 


Other Florida financial institu- 
tions are taking similar steps for 
handling the specialized phases of 
the Latin American financial 
business. 


One Miami banker recently es- 
timated that accounts in Florida 
banks representing Latin Ameri- 
can firms and individuals now 
amount to tens of millions in de- 
posits. 


Part of that may be accounted 
for by the fact that some Latin 
American businessmen are find- 
ing investments in Florida as in- 
teresting as Americans find vari- 
ous Latin American enterprises. 


Some famed Puerto Rican sugar 
cane-growing families and in- 
dividuals have purchased thous- 
ands of acres of the rich Ever- 
glades mucklands south of Lake 
Okeechobee to branch out into 
continental sugar-producing op- 
erations. 


A number of Cuban syndicates 
have been listed during the past 
18 months as purchasers of ex- 
tensive Miami hotel property, to 
the tune of hundreds of thous- 
ands of dollars. 


Proposed Latin America Cultural- 
Trade Center 

A long-cherished project that 

would at one stroke put Miami 

and Florida in an unchallenged 


spot as the United States’ top 
Latin American cultural and 
trade center appears to have 


bright prospects for fulfillment 
now that the war is over. 

It calls for the establishment of 
a multi-million dollar trade mart 





Florida: Potential Latin-American Trade Center 


and cultural center, located on a 
|causeway in beautiful Biscayne 
Bay between Miami and Miami 
Beach. 

| A $25,000 fund for planning the 
‘Pan American ‘center was ap- 
| proved a month ago by the Fed- 
|}eral Works Agency in Washing- 
| ton. It is contingent on favorable 
action by Congress on pending 
legislation providing additional 
funds. 

As visualized by the planners, 
various Latin American nations 
would have buildings around a 
central convention hall. There 
would be space for display of 
natural resources and manufac- 


tured goods. Offices would be 
provided for consular. service 
staffs, an international hotel, 
theatre, restaurant and other fa- 
cilities. 

The city of Miami acquired 
from the state title to the pro- 
posed site of the Pan’ American 
center. Each Latin American na- 
tion will, in turn, be deeded part 
of the area for construction of its 
own building and offices. 

The republic of Colombia re- 
cently became the first of the 
Pan American nations formally to 
accept its site and assure its par- 
ticipation in the center project. 
Col™mbian officials said they ex- 
pected to start actual construction 
of the first building soon. 

Mexico, Chile, Cuba and Ar- 
gentina likewise have expressed 
keen interest in getting started on 
the project, and the United States 
immigration service has _ also 
asked for and been granted a site 
for an immigration building. 

“I believe that the center will 
help in the cementing of friendly 
relations among American coun- 
tries,” the Chilean consul in 
Miami, Arturo Chavez, told city 
officials in discussing the project. 

A measure to aid in setting up 
the Pan American center has 
been offered in Congress by Flor- 
ida Congressmen. 

The often-discounted but at the 
same time highly-profitable in- 
dustry of tourism is another field 
in the Latin American picture in 
which Florida appears likely to 
become pre-eminent. 

Experts of the Anglo-American 
Caribbean Commission have es- 
timated that in a relatively few 
years the Caribbean area alone 





Air Gateway of the Americas. Pan American International Airport, 
Miami—60,000 Passengers a Year, 20,000 Visitors a Month 


can be built up to attract some 
(Continued on page 408) 
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Pensacola: A New Center of Southern Activity 


The News-Journal Company, Pensacola, Florida 


By BRADEN BALL 


Writer Describes the Physical, Climatical and Other Advantages of Pensacola, Which Have Contributed Toward Its Industrial Advancement 
in Last Decade. City Has 80 Manufacturing Establishments in Addition to Its Naval Air Training Station and Its Harbor Facilities. It 


Is Nearest U. S. Port to Panama Canal and Is Center of Recently Developed Red Snapper Fishing Industry. 


Pensacola probably is the most 
paradoxical city in the deep South, 
if not in the entire United States. 
It is famed for its Naval Air 
Training bases. It is the birth- 
place of naval aviation training. 
It is noted for its beach on the 
Gulf of Mexico, and for its resort 
and play appeal, as well as for its 
characteristically Southern leis- 
urely living. 

Less generally known, however,‘ 
is the fact that Pensacola has 
made remarkable strides as an im- 
portant industrial center in the 
past ten years. Pensacola, the na- 
tion’s industrial authorities hint, 
is destined to be one of the key 
industrial areas of the Gulf Coast 
in the coming post-war spread of 
industry throughout the South. 

Pensacola’s noteworthy indus- 
trial growth in the past ten years 
has been a logical expansion of a 
city possessing many and varied 
advantages for industrial produc- 
tion and plant operation. Advan- 
tage No. 1 of course is Pensacola’s 
incomparable climate. A year 
round daily average temperature 
of 67.7 insures a maximum of op- 
erating hours throughout the year 
under ideal working conditions. 


The purity of Pensacola water, 
too, is a distinct advantage to 
manufacturing plant operations. 
Leading water testing organiza- 
tions constantly report Pensacola 
water 99.98% pure! Absence of 
customary impurities insures eco- 
nomical boiler operation. More- 
over where water is used in pro- 
duction the virtually 100% purity 
of Pensacola water lowers produc- 
tion costs still further. 


Ample power is readily accessi- 
ble for manufacturing operations 
in Pensacola; Gulf Power Com- 
pany, serving 5,000 square miles 
of Northwest Florida, has favor- 
able rates for industrial current 
and for natural gas. Oil and coal 
too are abundant for Pensacola 
manufacturing. 

Pensacola’s transportation facil- 
ities are superb. In addition to the 
Frisco and the L & N RR services. 
the city is on the main line of 
many important motor hauling 
concerns. Pensacola’s port advan- 
tages have been unrivalled for 
generations. Pensacola is world 
famed for its land locked harbor, 
“big enough to hold the combined 
navies of the world.” Thousand 
foot piers and a mean depth of 
32 feet at the piers are part of 





Has Ample Natural 


Gas and Electrical Services as Well as Other Public Service Facilities. 


Pensacola’s port appeal. These are 
among the reasons shipping ex- 
perts hail Pensacola as “the focal 
point of post-war Inter-America 
shipping.” Pensacola, moreover, is 
the nearest U. S. port to the Pan- 
ama Canal. 


Air freight and air travel are 
headliners in Pensacola’s array of 
varied transportation facilities. 
The city’s Municipal Airport is 
barely a few minutes from the 
business section of Pensacola.’ In 
addition to present air line serv- 
ices from Pensacola to New York, 
New Orleans and other sections 
of the United States, new routes 
are on the schedule of forthcom- 
ing expansion. 

Skilled labor is plentiful. 
“Homestead” tax exemptions for 
workers, and idyllic living condi- 
tions make Pensacola “the work- 
ers’ paradise.” The city has fine 
schools, churches of all denomina- 
tions, stores, shops and recreation 
facilities. All these incomparable 
advantages are reflected in Pen- 
sacola plant production figures. 


Pensacola has 80 manufacturing 
establishments including several 
basic industries which can provide 
raw materials for still other man- 
ufacturers who contemplate set- 
ting up post-war plants in this 
strategic Gulf of Mexico indus- 
trial center. Among the manufac- 
turers who will find essential raw 
materials available in Pensacola 
are boat builders, furniture man- 
ufacturers, paint and varnish 
manufacturers, soap works, paper 
bag and box manufacturers and 
innumerable others in different 
line of business. 


Among Pensacola’s noteworthy 
industries are the plants of the 
Florida Pulp & Paper Company, 
Newport Industries, U. S. Indus- 
trial Chemicals, Armstrong Cork 
Company, Weis Fricker Mahogany 
Company, American Agricultural 
Chemical Company, Southern Cot- 
ton Oil Company, Keystone Drum 
Company, Pensacola Tool & Sup- 
ply Company, and Florida Drum 
Company, as well as Pensacola’s 
noted Gulf of Mexico red snapper 


fishing companies: E. E. Saunders 
& Company and the Warren Fish 
Company. 

Highlights of the importance 
and achievements of several Pen- 
sacola manufacturers are re- 
viewed briefly below: 

(Continued on page 410) 








‘ POWER for - 


Industrial Florida 


The recent announcement of the Victor 
Chemical Company’s intention to locate a 
two million dollar phosphate plant in the 
territory served by this company, is an- 
other indication that Florida is “coming of 
age” industrially. This new industry will 
augment numerous other industrial units 
requiring ample electricity already estab- 
lished in the state. 


The fact that the Florida Power Corpora- 
tion was able to serve established industries 
in addition to the newly connected load re- 
quirement of the electrical furnaces of the 
Victor Chemical Comnany didn’t just hap- 
pen. It was the result of long range plan- 
ning and construction to provide the power 
needs for the industrial growth of Florida. 


In war ...so0 now in peace ...the Florida 
Power Corporation has ample power for . 
every need ... at ever lower rates. 
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Shaded portion of the map shows terri- 
tory served by Florida Power Corporation. 
The nine generating plants are connected 
by transmission lines and have a capacity 
in excess of 140,000 KW. 


FLORIDA POWER 


CORPORATION 





Ocean Beach Park Promenade at Daytona Beach 
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Tourists are often inclined to , 


poke fun at Florida’s “piny | 
woods” cattle that cluster along | 
the highways and until recently 

it often was ) 
said—“Florida 
cattle are the 
greatest in the 
United States 
—they have to 
be to stay 
alive on the 
food avail- 
able.” 

What most 
of them don’t 
realize is that 
these wander- 
ing cattle are 
not milk, but 
beef cattle, 
before they 
have been 
bred up with 
Brahma bulls, 
white - faced 
Herefords and black Angus. 

Nor do most of them realize that 
in beef production today, Florida 
is second only to the state of 
Texas. 

Agriculture has made tremend- 
ous strides in Florida in the past 
few years and I believe that, even 
as Florida has gained a high rank- 
ing position in the production of 
beef, so will the state develop and 
improve its dairy industry. 

One of the principal problems 
of dairying in Florida in the past 
has been that of food for cattle. 
Dairymen have been forced to im- 
port food at prohibitive freight 
rates. And in the past it has been 
imposible to grow more than 15 
bushels of corn to the acre in 
Florida soil.as compared with 60 
bushels to the acre in the north. 

However, in Florida the sweet 


potato now has been developed to 
the point where 300 bushels per 





Paul E. Reinhold 





acre can be raised, which is the 
equivalent of 75 bushels of corn. 
This has proven a tremendous 
boon to the dairy industry. 


Besides that, the citrus industry 
is now contributing greatly to the 


‘Dairying in Florida 


By PAUL E. REINHOLD 





President, Foremost Farms, Jacksonville, Florida 
Leading Florida Dairy Executive Contends There Is Every Reason to Believe 
That Florida Can Become One of World’s Greatest Dairy Products Areas. 
Says Climate Is Ideal, Winter Grazing Inexpensive, Dairying Land Cheap, 
and Local Markets Are Expanding. Calls Attention to New Cattle Feeds 
Developed Locally and to Improved Transportation 
for Shipment of Dairy Products. 


product, helping to fatten Florida 
cattle. 

In addition to these compara- 
tively new sources of food for 
dairy cattle, much has been ac- 
complished in the development of 
permanent pastures. 

There is every reason to believe 
that Florida can become one of 
the world’s greatest dairy products 
areas and here are a few of these 
reasons: 

The climate is ideal for good 
all-year pasturage and at the 
same time, building costs are at a 
minimum and the heating prob- 
lem is negligible. 

Florida stockmen are _intro- 
ducing better blood throughout 
their herds and are supplement- 
ing the feeds deficient in miner- 
als with salt blocks containing the 
lacking ingredients. 

For the first time in history, 
when war-time government sup- 
port of the cattle industry is with- 
drawn, the Southeast is going to 
find that it has a cost advantage 
against its northern competitors 
through the fine development of 
pasture and forage crops which 
has taken place in recent years. 

Winter grazing is much, much 
cheaper than grade feeding in 
winter lots in the north. 

Dairying is utilizing more and 
more of the heretofore undevel- 
oped land. 


The population of the state is 
estimated to be half again as large 
as before the war and at the 
present rate of increase will be 
double that of 1940 within the 





dairy industry with citrus pulp 
and molasses, the latter a by- 


next few years. This, plus the 


rapid industrialization of Florida, 





has created a record demand for | 
dairy products. 

The Florida Agricultural Ex- 
perimental Station at the Univer- 
sity of Florida has been conduct- 
ing exceptionally succesful ex- 
periments in forage and pasture 
grass improvement. Fine stands of 
clover—equal to the clover found 
in the famous blue grass coun- 
try—now are being raised in 
Florida despite the fact that ten 
years ago experts flatly stated 
that clover could not be grown 
in Florida’s light, sandy soil. 

At the University’s dairy prod- 
ucts laboratory, capable young 
men, many of them veterans of 
the second World War, are study- 
ing all phases of dairying and 
marketing problems. 


Yes, I am convinced that every- 
thing points toward a halcyon era 
in Florida’s dairy industry. Farm 
acreage has increased only 37% 
since 1920 but the value of farm 
crops, including livestock, has in- 
creased by $239,975,071, or the 
astonishing amount of 265%. How- 
ever, many millions of dollars are 
sent out of the state every year 
for food products which could be 
raised in the state. In dairy 
products alone, Florida imports 
more than $30,000,000 each year 
and spends more than $70,000,000 
=. for processed food prod- 
ucts. 


In Florida today, many agricul- 
tural fields await only intelligent 
development. Less than two mil- 
lion of Florida’s 35 million acres 
are used for crops and it has been 





estimated that at least 20 million 
acres are adaptable to farming. 
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We of Foremost Farms are 
humbly proud of our contribution 
to the dairy industry in Florida. 
Our home office is situated in 
Jacksonville, Florida, and it is 
from that focal point that we have 
branched out until today we have 
more than 30 dairy plants operat- 
ing in as many cities in ten states. 


We have constantly and per- 
sistently endeavored to upgrade 
Florida cattle and at one point in 
our program we presented farm- 
ers of Duval County with one 
purebred cow for each ten cattle 
they purchased. This program 
proved very popular and con- 
tributed considerably toward in- 
creasing the herds of purebreds 


in Duval County. 

It is a fact that prior to 1930 
few of Florida’s dairymen made 
any effort to raise the heifer 
calves dropped in their herds. 
Milk was high in price and there 


was little surplus, hence few 


| calves were raised. 


But during the past few years I 
have observed that a great many 
dairymen in different parts of 
Florida have been purchasing 
good bulls and have been doing a 
splendid job of improving their 
herds by raising heifer calves 


from the better cows in their 
herds. 
For several years past . the 


Florida Jersey Cattle Club and 
the Florida Guernsey Cattle Club 
have been holding annual sales 
and both male and female animals 
have been sold. As a result, the 
state is now well supplied with 
purebred breeding stock of both 
Jersey and Guernsey cattle. A 
number of purebred herds of 
both breeds have been established 
and they contain some of the 
best blood lines that can be ob- 
tained. 


Most of the state’s large dairy 
centers are situated near the 
larger cities and tourist centers. 
This is due, of course, to the 
greater demand for milk. 


However, I believe that this ar- 
rangement is due for a change. 
Transportation and refrigeration 
facilities are rapidly improving 
and I foresee the time when 
Florida milk is produced at some 
distance from the larger cities and 
shipped there when needed. Right 
now, very little milk is shipped 


(Continued on page 409) 











Skyline view - 
across the beaut 
leads tourists from Jacksonville 


the city of Jacksonville, Florida, looking North 
ful St. Johns River. The Main Street Bridge, at left, 


to South Jacksonville and on to 


U. S. Route 1 which goes to Miami 
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Consultants on Municipal Finance 
A Constructive Service to Municipalities 


As Consultants on Municipal Finance we render a con- 
structive planning service for Cities, States and other 
governmertal units. This service includes experienced 
assistance in development of plans for new financing, 
reorganization of existing debt structures, planning 
the financing of self-liquidating projects, and financial 
public relations. WE DO NOT BUY OR 
SECURITIES. We are pleased to cooperate with finan- 
cial institutions and investment houses. 


Wainwright, Ramsey & Lancaster 


Telephone WHitehall 4-3540 


SELL 


New York 5, N. Y. 
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Tapping the Everglades: Nature’s Great Empire 


The feat of the Chicago pork 
packers in salvaging “everything 
but the squeal” has long been the 
popular example of applied busi- 
ness research 
in converting 
waste into 
produ ction. 
Today the 
story of how 
the vast waste- 
lands of the 
Florida Ever- 
glades — the 
country’s last 
frontier — are 
being brought 
back into 
large - scale 
production of 
‘have not” 
products is 
challenging 
the attention 
of thoughtful 
persons who 
have chanced to learn something 
of what is going on in this 4,500,- 
000-acre wilderness. 

Unlike the Florida land boom, 
with its attendant ballyhoo, the 
reclamation of vast areas of Ever- 
glades has been progressing apace 


the last 15 years under a reticence 
characteristic of true applied re- 
search. It has been, and still is to 
some extent, a_ trial-and-error 
progression. But it has long since 





Clarence R. Bitting 





emerged from the realm of pure 


By CLARENCE R. BITTING 


President, United States Sugar Corp. 


Clarence R. Bitting, Successful Agro-Industrialist, Leads the Way to Reclama- 
tion of Vast Areas of Florida Wasteland Where An Important Agricultural- 
Industrial Enterprise Is Being Created. He States That Research and Water 
Control Prove Success in Man’s Long Struggle to Tap Resources of 4-Mil- 
lion-Acre Wilderness “Whose Potentialities Are Limited Only by the 

A $7 Million Starch-Root House, Scheduled for Early 
Large Scale Production, Is Latest Unit in Diversified Program That 
Specializes in Supplying Commodities for Our Domestic “Have 
Single-crop Farming Hazards Have Been Reduced 
as Laboratory and Field Tests Are Proving Up Many Crops 
to Supplement Bitting’s Initial Venture in Cane Sugar, 
Which Still Is the Mainstay. 
Behind Him, a Pioneer Looks at the New Year and 
Sees Era of Great Production and Employment in 
a Land Where Only Alligators Once Thrived. 


Imagination”’. 


Not’’ List. 


experimentation. Tremendous as 
has been the development of the 
Everglades in the last decade, the 
possibilities of the area have been 
scratched only deep enough to re- 
veal it as one of the largest un- 
reclaimed areas of great fertility 
on the face of the globe. 


For more than a century the 
Everglades—a name descriptive 
of a glade that stretches forever 
beyond view—has intrigued the 
explorer and scientist. Finally, 
the key that unlocked its poten- 
tialities was found. It was water 
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DECEMBER 31, 1945 


LIABILITIES 


Capital (Common Stock)....$ 500,000.00 
RN ne a a 500,000.00 
Undivided Profits and Re- 

RIOD ccitiisitiaditinmnimane 542,391.28 


$ 1,542,391.28 








Member Federal Deposit Insurance Corporation 


* 
DEPOSITS 
OER: oni ncnnetoesosen $35,417,439.95 
Time EeEES _.. 4,660,329.71 
Total Deposits ....------- $40,077,769.66 
Letters of Credit__.._._.~---- 130,454.81 
Total Liabilities _....----~-- $41,750,615.75 


control, as opposed to drainage, 
plus chemical amendments of the 
soils to correct the absence of 
minor, but essential, elements 
necessary to activate its great 
natural fertility. Its flat, nearly 
treeless expanse, has been cen- 
turies in the making. It comprises 
layer upon layer of decayed veg- 
etable growth supplemented by 
silt deposited by flood waters 
from the highlands. 


The Everglades’ Agronomical 
Achievements 


The alchemists of old who 
strove vainly to transmute base 
metals into gold, would look en- 
viously upon the achievements of 


modern agronomy in the Ever- 
glades. Today agronomists, or- 
ganic chemists and allied scien- 
tists transmute the sunshine, 
water and soil of the ’Glades into 
products more valuable than 
precious metals. From its natural 
and ever-abundant resources, the 
area produces carbohydrates, pro- 
teins, fibers, cellulose, oils and 
fats — the basic raw materials for 


i. 


With Experimental Stage 


the nation’s food, beverages, 
clothing and shelter, plus many 
other modern needs and conveni- 
ences, through the application of 
agro-industrial science. 

Quite by accident in 1930 the 
writer became exposed to the 
mysterious challenge which the 
vastness of the Everglades had 
exerted upon so many others be- 
fore him. His was a salvage op- 
eration undertaken at the behest 
of former business associates. Up 
until that time his only connec- 
tion with agriculture was an in- 
active hereditary association that 
had been constant with eight gen- 
erations of Bittings since that 
very early day when an adven- 


turesome Bitting acquired his 
first New World farm holdings 
out of William “Penn’s Golden 
Book. As the reorganizer of a 
defunct cane-sugar enterprise on 
the banks of Lake Okeechobee, 


the writer became President of 
the United States Sugar Corpora- 
tion, which took over the ill- 
starred pioneering operation. For 
the last 15 years the engaging 





pitting scientific research against 
the sullen resistance of this vast 
morass that has broken so many 
pioneering spirits, has been so 
engrossing as to steal more and 
more time from other business 
pursuits. And the dividends 
which investors and management 
have received for their contribu- 
tion have also been gratifying. 


Area’s Suitability Limited to 
Large-Scale Operations 


The Everglades is not an area 
suited to small-scale farming. A 
farmer operating but two sections 
of land, approximately 1,250 
acres, is today considered a small 
operator. This is due to several . 
reasons. In winter vegetable 
production and risks are great 
and the rewards commensurately 
large. The loss of $100,000 on a 
vegetable crop must be taken by 
the Everglades farmer in his 
stride. When he wins, he wins 
at odds of $1,000 or more profit 
per acre. Always, he must carry 
a heavy investment in equipment. 
In such stdple crops as sugar. 
starch-roots, essential oils, and 
ramie—as well as livestock—the 
risks are less and the gains small- 
er but more constant than is the 
case with winter vegetables. 
Long before large-scale opera- 
tions in staple crops were under- 
taken successfully by such enter- 
prises as the Sugar corporation, 
hardy pioneers, braving not only 
the weather risks inherent to win- 
ter vegetable plantings, but the 
ever-present danger of drowning 
in the hurricane-propelled flood 
waters of the then ill-dyked 
Lake Okeechobee, gambled for 
big stakes in greengoods for the 
high priced winter markets. Now, 
with water control established 
by scientific means and with the 
lake enclosed by strong dykes, the 
coastal rim of Okeechobee sup- 
plies daily train loads of beans, 
peas, potatoes, cabbage, celery, 
lettuce and tomatoes for the met- 
ropolitan markets of the north 








problems and gratifying results of 
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The start of the Quick-Frozen 
Food Industry can be logically 
fixed as in the late 1920’s and the 
man whose vision and knowledge 
contributed 
most to its 
birth is Clar- 
ence Birdseye. 

At first, the 
growth was 
slow and ham- 
pered by the 
depression 
years, and for 
many years 
there were 
but few pro- 
ducers in the 
business. To- 
day there are 
400 to 450 
processors of 
quick - frozen 
fruits, vege- 
tables, sea 
foods, 








James W. Martin, Jr. 
and poultry. In 1945 the volume 
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of the quick-frozen food business 
was about $200,000,000, or about 
1.2% of the total of all perishable 
foods. 

It is estimated by M. L. Cham- 
berlain, analyst for Standard & 
Poors Corporation, that within 10 
years the annual volume of the 
quick-frozen food industry will be 
eleven billion dollars, or 65% of 
all perishable foods and that the 
number of processors will increase 
to 2,000. To translate this money 
volume into tonnage, the present 
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production is in the neighborhood 

of 565,000 tons annually. | 
Among the reasons for the phe- | 
nomenal growth of the frozen food 

industry are the following: 

1. The taste and attractiveness 

of the frozen food is not changed 

materially from that with which 

the public is accustomed. 


2. It saves time and labor of 
preparing a meal. Much of the 
kitchen drudgery is done mechan- 
ically in a factory. The dearth of 
domestic servants has had quite 
an influence on the popularity of 
frozen foods. 


3. Makes possible a wide variety 
of foods the whole year around. 


4. Permits brand marking of 
foods with accompanying empha- 
sis on uniformity of quality. 

5. Consumer buys only edible 
portions of the food with no waste 





such as pods, stems, bones, etc. 


Mr. Martin, After Outlining the Problems and Progress of the Frozen Foods Indus- 
try, Points Out That, Although Handicapped by Transportation and Other 
Difficulties, Florida Has Begun a Development in the Production of Quick- 
Frozen Foods, Which Promises Rapid Expansion in Next Few Years, Be- 
cause of Large Output of Citrus Fruits, Vegetables and Fish, and the 
All Year Round Growing Season for These Products. Holds Florida 
Is Large Potential Producer as Well as Consumer of Frozen Foods. 


This simplifies storage as well as 
preparation. 

6. Frozen foods may be held for 
long periods of time in restaurant 
and domestic refrigerators and 
freezer cabinets, thus permitting 
bulk purchase and a wide selec- 
tion for any meal. 

7. It is basically economical. 

(a) Materially lowers shipping 
losses. The average loss and dam- 
age claims on railroad shipments 
of fresh perishable produce range 
from $5.85 per carload for apples 
to $18.47 per car for tomatoes. The 
loss on shipments of frozen foods 
is estimated as less than a dollar 
per car. 

(b) Eliminates spoilage in the 
hands of retail distributors. This 
spoilage of non-frozen produce 


will average 5% in the winter 
months and 10% in the summer 
months. 








Bathing Beach at Miami Beach 


(c) Saves about 50% 


of the 
weight and 75% of the volume of 


produce shipped. This occurs 
through the elimination of non- 
edible portions of foods before 
freezing, and the compression into 
packages. 

(d) Eliminates gluts on the 
market which cause much loss 
when any market becomes sur- 
feited with a highly perishable 
food product. 


Transportation of Frozen Food 


The greatest problem in the 
frozen food industry today is that 
of transportation and distribution. 
The methods of preparing and 
freezing of the foods have re- 
ceived much attention and the 
problems of cold storage ware- 
housing, temporary storage at the 
distributors, and freezer cabinets 
at restaurants and home kitchens 
are being solved rapidly. The 
problem of shipping frozen foods 
from freezer plant to cold stor- 
age, from storage to distributor 
and from distributor to customer 
is the last major problem to be 
solved. 

Here in Florida we have long 
distances to cover. On incoming 
frozen products, the distances 
from major production areas are 
unusually great. Frozen berries, 
(except strawberries) are shipped 
mainly from Washington and Ore- 
gon, frozen cherries from Michi- 
gan, frozen butter from Wisconsin, 
frozen poultry from the Mid West, 
frozen peas from Utah and New 
York State, and other fruits and 
vegetables from Tennessee, Geor- 
gia, Virginia and Delaware. Much 
of the frozen fish comes in from 
New England, and frozen meat 
from Indiana, Illinois and Kan- 
sas. 

These long distance shipments 
into Florida are received and 
warehoused mainly at Jackson- 
vile, Tampa, and Miami. From 
these warehouse points they are 
distributed to the smaller com- 
munities as required. 

Outgoing frozen products are 
faced by the same problem of 
transportation to the large centers 
of population. 

As was stated above, frozen 
foods are more compact in volume 
and more concentrated in weight 
than is other perishable food and 
therefore can be efficiently trans- 
ported. For instance a bushel of 
spinach will weigh about 20 
pounds in its usual shipping bas- 
ket, but after it is hand-sorted to 
eliminate all yellow or infested 
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Burdine’s, Inc. 


Incorporated in Florida in 1929 
as succesor to company of the 
same name under capital read- 
justment plan. Operates a depart- 
ment store in Miami and branch 
store on Lincoln Road, Miami 
Beach. Miami store operates a six 
story building with 210,000 square 
feet of selling floor space. Com- 
pany is gcurrently planning a 
building "program in connection 
with the Miami store calling for 
an eight story building and the 
construction. of two additional 
fioors on the presently occupied 
building. The company completed 
arrangements during 1944 for the 
purchase of a building site in the 
center of the retail section of Fort 
Lauderdale, Florida, and contem- 
plates the erection of a store 
building as soon as building con- 
ditions will permit. 


Canada Dry Bottling Co. of 
Florida, Inc. 


Incorporated in Florida in Sep- 
tember, 1939 and acquired No- 
vember, 1939 assets of Canada Dry 
Bottling Company of Jackson- 
ville and Miami division of Can- 
aday Dry Ginger Ale, Inc. 

Has exclusive license to manu- 
facture, bottle, sell and distribute 
Canada Dry Beverages in Florida 
and six counties in Georgia. 

Also licensed to bottle and dis- 
tribute Hires Root Beer in 33 
Florida counties. Plants are lo- 
cated in Jacksonville, Tampa and 
Miami. 

Canada Dry Ginger Ale, Inc. 
have recently made an offer to 
buy all of the company’s stock at 
$10 per share. 


Florida Foods, Inc. 


Florida Foods, Inc. was organ- 
ized by National Research Corpo- 
ration under Florida laws in 
April, 1945 for the purpose of pro- 
ducing and selling orange and 
other citrus juices reduced by a 
vacuum process to a liquid con- 
centrate or dry powder form. 

Company is now building a 
plant at Plymouth, Florida cap- 
able of producing 5,500 pounds of 
powdered orange juice per day 
and 5,000 gallons of concentrate. 

Pending construction of plant, 
company’s office is in Orlando, 
Florida. 

Fifty-six thousand shares of 
company’s $2 cumulative convert- 
ible preferred stock was recently 
offered at $50 per share. 


Typical Florida Corporations 


Include a Varied Assortment of Flourishing Enterprises Which Make Money 


Florida Portland Cement Co. 


Incorporated in Delaware 1925. 
Company is engaged in the manu- 
facture of portland cement and its 
plant in Tampa, Florida has a pro- 
ductive capacity of over 1,500,000 
barrels per annum. Company’s 
raw material deposits are located 
about 50 miles north of Tampa 
and are owned in fee. They con- 
sist of approximately 400 acres of 
high grade limestone which it is 
estimated will provide its stone 
requirements for the next 100 
years. 

Company is under the manage- 
ment of Cowham Engineering Co. 
of Chicago. 


Florida Power Corporation 

Company was incorporated in 
Florida July, 1899 and reincorpo- 
rated in December, 1943, subse- 
quently acquiring all the assets of 
Florida Public Service and 
Georgia Power & Light Company. 
In 1945 the company became a 
totally independent operation 
through the divestment of the 
assets and the simplification of 
corporation structure of General 
Gas & Electric Corporation, its 
parent, who, in turn, was con- 
trolled by Associated Gas & Elec- 
tric Company. 

Part of the common stock in 
Fiorida Power Corporation was 
distributed by General Gas & 
Electric Company to its Class “A” 
stockholders and the remainder 
offered through competitive bid- 
ding and distributed publicly in 
October, 1945. 

Company serves most of west- 
ern and north-central Florida and 
through its subsidiary, Georgia 
Power & Light Companyy, serves 
the southern portion of Georgia. 
Home offices are located in St. 
Petersburg, Florida. 


Florida Telephone Corp. 


Incorporated in Florida Oct. 1, 
1925, as consolidation of number 
of independent companies. The 
company serves 27 communities 
in north central Florida and oper- 
ates 2,430 miles of toll line. Num- 
ber of stations as of Dec. 31, 1944 
—8,617. 


Foremost Dairies, Inc. 


Incorporated in Delaware in 
October, 1931, when company pur- 
chased the assets of Foremost 
Dairies Products, Inc. founded in 
1929. 

Company under the trade name 





of “Foremost” markets such items 
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as milk, cream, butter, cottage 
cheese, ice cream and frozen con- 
fections. Foremost owns in fee 21 
plants located in the key southern 
cities and in Brooklyn, New York 
with the home offices in Jackson- 
ville, Florida. : 


Gulf Power Co. 

Incorporated under the laws of 
Maine in 1925. Company is a sub- 
sidiary of Commonwealth and 
Southern Corp. Company serves 
at retail 59 communities in West 
Florida, the principal city being 
Pensacola. Total population served 
in excess of 300,000. Most of ter- 
ritory served outside of Pensacola 
is rural devoted to timbering and 
naval stores, pulp and paper man- 
ufacturing and agriculture. 


Hialeah Race Course 

Hialeah Race Course is one of 
the country’s finest race tracks 
representing an investment of $3,- 
000,000. The track is a mile and 
one-eighth with a turf course 146 
feet less than one. The club 
house and grandstand are built for 
comfort, utility and beauty. There 
are 26 barns with 1,560 stalls. 

The late Joseph E. Widener ob- 
tained control in 1931 retiring 


from active management in 1939. 
- — C. Clark became president in 

Since 1931 over $2,000,000 in 
bonds and preferred stock have 
been called, leaving only 185,910 
shares of common stock outstand- 














ing. 


Having shown operating 
losses for the years during the 
racing ban, a substantial amount 
was recaptured in tax rebates. 
The company looks forward to its 
biggest meet in 1946. 

(Continued on page 408) 
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Tapping the Everglades: Nature’s Great Empire 


(Continued from page 401) 
and east. Existing markets may 
not absorb much more than the 
present production of winter 
vegetables and any substantial in- 
crease in supply may result in 
unprofitable prices. Fortunately, 
other and non-competitive crops 
have been developed through re- 
search and trial for the intensive 
farming areas already wrested 
from the Everglades and for the 
thousands of additional acres that 
the laws of supply and demand 
will call into production. 


Sugar Cane Still the Mainstay 


Sugar cane was the first resort 
of pioneers in large-scale staple 
crops, and it still is the mainstay 
of the Everglades. Today more 
than 30,000 acres of growing 
sugar cane supply the needs of the 
U. S. Sugar Corporation’s sugar 
house at Clewiston, on the west- 
ern shore of Lake Okeechobee. 





Another sugar house to reduce 
additional acres of cane juice to 
golden crystals of raw sugar is 
now under construction by other 
interests. A third is expected to 
be built this year near Belle 
Glade and site has been acquired 
for a fourth sugar house near In- 
diantown. 

With full development of sugar 
producing possibilities in the Ev- 
erglades, this nation should never 
again be forced on short rations of 
this basic commodity. This se- 
curity could be obtained by util- 
izing perhaps no more than 30% 
of the ’Glades lands available to 
intensive agriculture. 

Sugar is a pure carbohydrate, 
and in the search for other crops 
suited to the Everglades, it was 
but natural that attention be di- 
rected to other carbohydrates. 
After ten years of laboratory, 
test-plot, commercial-field, and 
semi-commercial plant research 
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|year the United States 


and operation, the most modern 
starch extracting facilities in the 
world are now complete and will 
commence commercial production 
at Clewiston next fall. This plant 
was designed for an input of 30 
tons of starchroots per hour. Test 
runs indicate a probable input ca- 
pacity of more than double this 
quantity, due largely to improved 
methods and techniques devel- 
oped during construction. 
Commercial] fields have yielded 
more than 20 tons of starch-roots, 
with a starch content in+excess 
of 25% per acre-year. With a 
300-day harvest, such a plant 
would utilize the product of 12,- 
000 acres, and with the increased 


-apaci i i be able | 
concer Seeeones will be a |of ramie is somewhat greater than 


'that of either flax or hemp, but 
| is much less than that of cotton or 
| Pe 


to utilize the production of 25,- 
000 acres. 

In addition to root-starches, the 
facilities will produce about one- 
third as much high-grade feed 
for livestock. Starch production 
now is based primarily on sweet 
potatoes, but commercial-scale 
plantings of arrowroot hold prom- 
ise of excellent yields of these 
finest quality starches. As with 
sugar-cane, neighboring farmers 
will be encouraged to produce 
the raw product under contract. 

It is our expectation that starch 
producing facilities will follow 
the proven pattern of our sugar 
operations, and in time will util- 
ize 20% of the lands suited to 
intensive agriculture. 


The Development of Ramie 

One of the intriguing agro-in- 
dustrial experimentations in the 
Everglades has concerned re- 
search on ramie. Since the turn 
of the century many individuals 
and organizations have invested 
time, money and effort toward 
solving the problems of decortica- 
tion and degumming of this truly 
wonder fiber. Within the last 
Sugar 
Corporation and Newport Indus- 
tries have undertaken the joint 
development of growing and proc- 
essing of ramie on a commercial 


basis. Two other projects are 
utilizing the Everglades as ave- 


nue for parallel research in this 


direction. When and as this crop 
has been proven, the processing 
methods perfected and the prod- 





| uct accepted in the market places 


as a major entry in the textiles 
field, it will utilize upwards of 
20% of the lands available for 
intensive cultivation, and very 
probably a like acreage of lands 
now adaptable to extensive farm- 
ing. 


Ramie has been called the won-} 


der fiber. An article in the June 
30 issue of the Atlanta Federal 
Reserve Bank’s “Monthly Re- 
view,” provides this discription: 
“The tensile strength of ramie is 
four times that of flax, more than 
eight times that of cotton, about 
three times that of hemp, and al- 
most eight times that of silk. In 
elasticity, ramie is equal to cotton, 
is better than flax by 50% and is 
better than hemp by a third. It 
is, however, much less elastic 
than silk. The torsion strength 


. Ramie is more absorb- 
ent than is cotton, holding water 
to the extent of 28.5% of its dry 


weight. . . . Instead of losing 
strength when wet as do many 
fibers, particularly synthetics, 


ramie is 30 to 60% stronger when 
wet than when dry. On the other 
hand ramie dries more readily 
than does flax or cotton. It has 
the additional advantages of be- 
ing nonshrinkable, and of being 
highly resistant to mildew as 
well as to the attack of micro- 
organisms that cause rot. When 
thoroughly cleaned of gums and 
pectins, the fiber is pure white 
in color, without bleaching, and 
has an almost silk-like luster and 
texture. It dyes beautifully and 
retains the dyes as well as cotton 
does. Ramie fiber can be spun, 
woven and knit on standard tex- 
tile machinery and can be made 
into fabrics resembling gossamer- 
like silks, fine cotton cloth, wool- 
en goods, linens and others on up 
to the coarsest kinds of cloths 
Its qualities suggest a very wide 
field of usefulness. . . . In its first 
impact on the textile market 
ramie may actually benefit rather 
than harm its competitors for 
through blending it will over- 
come some of the deficiencies of 
the older fabrics. Ramie would 
add lightness and minimize 





| shrinkage when mixed with wool: 
|it would add strength and luster 
'to cotton and it would offset the 
low wet strength of rayon.” 


Essential oil grasses, vegetable 
oils and fats (including, among 
others peanuts and sesame), med- 
ical herbs and pharmaceuticals 
are all the subjects of research, 
semi-commercial and commercial 
plantings in the Everglades. 
Progress to date indicates that 
these crops may well utilize up- 
wards of 10% of each of the areas 
now adaptable to intensive and 
extensive farming. Everglades 
production of some of the essen- 
tial oils from grass crops was the 
only source of supply of these 
needed materials during the war 
years. 


The Wide Use of By-Products 


In the search for crops suited to 
the Everglades, their by-products 
have not been neglec Black- 
strap molasses is a by-product in 
the production of raw _ sugar. 
Spent grasses are by-products of 
essential oils from oil-bearing 
grasses. Vines, fiber and non-re- 
coverable carbohydrates are by- 
products of root-starches. Vines, 
pomace and meal are by-products 
of vegetable oils and fats. Tops, 
leaves and stalks are by-products 
of ramie. All of these, singly and 
in combination, are or may be 
used in the production of high- 
grade dairy and livestock fatten- 
ing feeds. Many of these same 
by-products are susceptible of 
further treatment for the recov- 
ery of valuable products, such as 
vitamins, proteins, carotene, glu- 
cose, dextrose, syrups, solvents, 
alcohols, yeasts, diastase, etc., and 
many of them have been, or are 
now, the subject of research proj- 
ects. Some already have passed 
the pilot-plant stage and await 
only the opportune time for com- 
mercial operation. The residual 
fiber in cane-sugar production, 
known as bagasse, has been used 
in the manufacture of building 
board in other areas; in Florida 
it has been used in pilot-plant 


and semi-commercial production 
of alpha-cellulose, boxboard and 
corrugated board. 

A famous scientist once said 
that if one wished good health, a 
strong body and sound constitu- 
tion, he should be most careful 
in the selection of his grand- 





| parents. 
rigorously applied by research 
‘scientists in the development of 


This advice has been 








—= 


B. J. 


DU PONT BLDG. 
MIAMI 32, FLA. 














Underwriters and Distributors 


of State, General Market aud Public Revenue 


MUNICIPAL BONDS 





Direct Wire to New York and Chicago 


VAN INGEN & Co. inc. 
MUNICIPAL BONDS 


57 WILLIAM STREET 
NEw YorRK 5, N. Y. 


135 So. LA SALLE ST. 
CHICAGO 3, ILL. 

















Volume 163 Number 4458 


THE COMMERCIAL & FINANCIAL CHRONICLE 












the Everglades. The area is served 
by an experimental station of the 
U. S. Department of Agriculture 
and the Southern Research La- 
boratories of the Department, lo- 
cated at New Orleans, as well as 
by state university experimental 
stations. In addition, the area is 
unique in having at its disposal 
the privately owned and operated 
research facilities of the United 
States Sugar Corp., the largest of 
their kind in the country. Ap- 
plied research in types and va- 
rieties of produce, in cultural 
methods, and in extracting tech- 
niques is the secret of the phe- 
nomenal development of the Ever- 
glades in recent years. The labor- 
atory investment has paid off 
hugely. 

Much of the land of the Ever- 
glades, as well as the _ great 
stretches of sandy and sand-loam 
soils to the east, the west, and the 
north of the ’Glades, are well 
adapted to livestock operations. 
For many years livestock has 
ranged on native pasturage in 
these areas, even during the years 
of the tick infestation. Now that 
the area is tick-free and the qual- 
ity of the stock improved, applied 
research has demonstrated the 
possibilities of improved pastures. 
Modern pastures will support one 
head’ of cattle per acre, as com- 
pared with 15 to 20 acres of na- 
tive pasturage required to support 
a steer. Just west of Clewiston 
and south of the Palm Beach-Fort 
Myers highway, are more than 
4,000 acres of improved pastures 
and dry-lot finishing pens of the 
United States Sugar Corp. Five 
breeding herds are maintained— 
Angus, Hereford, Shorthorn, Brah- 
man, and Commercial (mixed 
breeding). Feeder steers are pur- 
chased from neighboring stock- 
men, are grass-fattened for four 
months on improved lush pas- 
tures, and finished for 60 days on 
by-product feeds in dry-lot pens. 






(Continued from page 396) 
tegic location. Meanwhile, Flor- 
ida is shipping out $25,000,000 of 
mined minerals aside from oil 
each year. With new techniques of 
processing and with new appreci- 
ation of the Florida home-han- 
dling potentiai, an increasing 
amount of the state’s resources— 
agricultural, forest, maritime and 
mineral—will go out as finished 





Clewiston ar- .enced in i60-acre 
units, e> . of which is supplied 
wit’ anpvu.udant water and with fa- 
cilities for rapid run-off of sur- 
face waters. These relatively 
small pasturage or range units re- 
duce labor requirements to a 
minimum and permit the use of 
fields which are in top condition. 
Different fields are planted to 
different grasses maturing at 
staggered intervals, thus insuring 
abundant and. continuous pastur- 
age. Grasses in improved pastures 
include Common Bermuda, 
Coastal Bermuda, Tifton 35 Ber- 
muda, Para, Carpet, Dalles, Bahia, 
Pensacola Bahia and St. Augus- 
tine varieties. 

Like the grasses, where many 
were tested and few chosen, the 
story of all research in the Ever- 
glades has been one of wide ex- 
perimentation and narrow selec- 
tion. More than a half million 
“weddings” of sugar canes were 
required to develop the less than 
50 high-yield varieties that now 
grow’ lush in the fields around 
Clewiston. 

In a land where possibilities are 
limited only by the imagination, 
we have sought, however, to con- 
fine our research to the domestic 
“have not” crops—or those for 
which demand considerably out- 
paces the domestic supply. 

In man’s age-old battle to force 
the Everglades to contribute of its 
great fecundity to the nation’s 





storehouse, the New Year holds 


The improved pastures west of! the greatest promise of success. 





products by rail, truck, vessel and 
airplanes. 

The largest and richest concen- 
tration of phosphatic rock on the 
continent is in the west central 
part of Florida which our com- 
pany serves. This has been worked 
by open mining for many years 
and the crude product has been 
shipped out of the state for pro- 
cessing elsewhere. What the Flor- 
ida future holds is demonstrated 
by the fact that the Victor Chem- 
ical Works, leading producer of 
phosphorus, has just closed a con- 
tract with our company which 
will establish in Pinellas County, 
where our home office is, a $2,- 
000,000 plant incorporating one of 
the world’s largest electric fur- 
naces for reducing pebble phos- 
phate to phosphoric acid—base for 
final processing at Chicago and 
other points, into an untold num- 
ber of food, pharmaceutical and 
industrial products. Before locat- 
ing here, where the phosphate de- 
posits are concentrated, the com- 
pany was under great pressure to 
set up its new plant in Tennessee, 
the Pacific Northwest and other 
localities. 

With two plants already estab- 
lished in Tennessee Valley Au- 
thority territory, it still chose an 
area in which the power supply 
was by a privately (and complete- 
ly private) stockholder -owned 
corporation. The factors were: na- 
tural advantages as to climate, 
supply of raw material, rail de- 
livery, tidewater shipment possi- 
bilities and favorable power rate 
as well as guarantee of constant 
power for 47 weeks out of the 52, 
which TVA was not ready to de- 
liver. 

Ironically, this contract for 
power, one of the largest in the 
history of Florida, was signed 
when a state official was asserting 
apparently without the facts in 
hand, that power rates were hold- 
ing Florida back industrially. 
Florida rates for power, both in- 
dustrially and for domestic use, 
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are on the contrary descending, 
with financial reorganization cut- 
ting loose from old and outmoded 
holding companies, and some of 
the most advanced improvements 
in plant efficiencies to be seen in 
the whole country. 

One more word. Florida, as we 
have seen, has been a reputed 
Mecca since Ponce sought the fa- 
mous fountain and came to grief. 
It has been known since before 
the United States was a nation 
that Florida was a fine place to 
go—and stay. But getting there 
for centuries had been difficult. 





Florida’s Bright Industrial Future 


Only those with ‘much time and 
money accumulated attempted it. 
Today, however, you can get to 
Florida from New York in as few 
hours as it formerly required to 
get to Providence or Albany. 
Florida now is “just down there a 
piece” and it is also so placed as 
to become the stepping ground to 
all Latin America, for which it 
can make goods for instant de- 
livery, and the future center for 
an agri-industrial economy which 
can serve the North, the East and 
the Middle West with all its off- 
season needs in a matter of hours. 
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Florida's Place In Frozen Food Industry 


(Continued from page 402) 
leaves and stalks, and thoroughly 
washed, it can be packed into 
eight small cartons weighing 14 
ounces each. A carton of frozen 
spinach that would occupy the 
same space on a truck as a bushel 
basket will contain about 60 
pounds of edible spinach. This 60 
pounds of edible portion of 
spinach would require 60 bushels 
of spinach as shipped fresh. Thus 
for one truck to carry frozen 
spinach it would require 10 trucks 
to carry the same amount of 
edible spinach if handled un- 
frozen. Through saving space, the 
freezing of food makes it possible 
to ship long distances economical- 
ly. 

The difficulty in transportation 
lies in the fact that frozen food 
must be refrigerated at all times 
to a relatively low temperature. 





It is not enough that the food be 
kept below its freezing point, but 
it must be kept sufficiently cold to 
prevent loss of quality and taste. 
Frozen food depreciates in vita- 
min content, in appearance, in 
taste, in odor and in storage life 
unless the temperatures are kept 
below 15 degrees F. 

Harry Carlton in his book “The 
Frozen Food Industry,’ sums up 
the whole subject of frozen food 
deterioration in the following 
words: 

“Frozen food which has been 
allowed to deteriorate at any stage 
of the preparatory operations, or 
which has been subjected to fluc- 
tuating or too high temperatures 
during storage or transportation, 
or exposed to dehydration on ac- 
count of inadequate packaging 
protection, will show the effects 


in color, flavor, texture and vita- 
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min losses. The deterioration is 
liable to be even more apparent 
both as to appearance and flavor 
than similar losses of quality in 
fresh fruits and vegetables; and 
the off-quality frozen product is 
even less salable than stale, wilted 
fres produce, which usually can 
be unloaded on some careless 
housewife, in a telephone order, 
or sold at reduced price to a ‘Bar- 
gain-hunter.’ The consumer ex- 
‘pects a standard quality in a 
packaged product, and resents 
variations which would be taken 
as a matter of course in buying 
fresh fruits and vegetables in a 
city market.” 

In the normal storage of frozen 
foods, the dangers to quality dis- 
cussed above are being carefully 
avoided by low and non-fluctuat- 
nng temperatures — but in the 
transportation of frozen foods the 
problem is still very acute. 


This problem of low temper- 
ature transportation is being 
solved in most sections of the 
country by the use of dry ice as a 
refrigerant. This product which 
was first produced commercially 
in 1925 had sales amounting to 
more than 350,000 tons in the year 
1945. The major portion of these 
sales was absorbed by the frozen 
food industry. 

Florida in the years before and 
during the war has been handi- 
capped by a lack of production 
of dry ice within its borders. This 
condition is scheduled to be cor- 
rected in the near future by the 
erection of several large plants. 
Further than this, Florida has 
been the home of the develop- 
ment of probably the most out- 
standing system of using dry ice 
economically and with close tem- 
perature control. This system, 
originally developed in St. Peters- 
burg, is known all over the United 
States as the Broquinda System. 
Several refrigerator cars and a 
large number of trucks have been 
equipped with The Broquinda 
System and more tnan a hundred 
shipments in these refrigerator 
cars and several hundred ship- 
ments in the refrigerated trucks 
have been made. In a few months 
the Broquinda System should be 
available all over the country. It 
offers to the shippers of frozen 
foods: * 

Any temperature from below 
zero to 60 degrees F. 

A closely controlled tempera- 
ture that will not fluctuate. 

A uniform temperature through- 
out the load. 

The possibility of a larger load 
of frozen food in truck or car. 

An economy in cost of refriger- 
ation per ton of produce and in 
initial cost of equipment. 

A light weight refrigerating 
system. 


A rugged, fool proof system of 





refrigeration with virtually no 
maintenance cost. 


A non-mechanical system not 
subject to mechanical failure. 


This method of refrigeration ap- 
pears destined to solve satisfac- 
torily the troublesome problem of 
the transportation of frozen foods. 


Marketing of Frozen Foods 


The market for frozen food is 
in three general types of trade: 

1. The Processor’s Market: Here 
it is a raw material to be pro- 
cessed into some other form of 
food product—such as ice cream, 
pies, fruit syrups, beverage sea- 
soning, preserves, jams, etc. The 
containers for this market range 
from 450 pound barrels to the 
30 pounds (or less) package. 

2. The Institutional Trade: Here 
frozen food is sold to restaurants, 
airlines, ships, dining car services, 
orphanges, hospitals, and all other 
types of institutions. The cor- 
tainers used are mainly 2% to 30 
pound packages. 

3. The Retail Trade: All types 
of frozen food enter this trade— 
fruits, vegetables, meat, stews, 
fish, poultry, uncooked bakery 
products, cooked meals, etc. It is 
usually packaged in cartons and 
the package will weigh approxi- 
mately one pound. Frozen foods 
are not limited to any particular 
class of retailers—grocers, butch- 
ers, fish markets, fruit stands, 
delicatessens, department stores, 
as well as direct home delivery 
services—all are now distributing 
frozen foods in the retail trade. 


Prior to 1937 about 70% of 
frozen foods went into the insti- 
tutional trade and about 30% into 
the retail trade. Since then the 
trend has set strongly toward the 
retail trade and now probably the 
greater portion of frozen foods are 
sold for household consumption. 


The sale of frozen foods to the 
retail trade was delayed for sev- 
eral years through a lack of low 
temperature dispensing cabinets 
in the retail stores and by the lack 
of freezer space in the domestic 
refrigerator. Both of these handi- 
caps are now being rapidly over- 
come. Dispensing cabinets of 
many designs and even automatic 
vending cabinets for frozen foods 
are now available to the distrib- 
utors. The housewife has, or soon 
will have, large freezer compart- 
ments in the new domestic re- 
frigerators and deep freeze cabi- 
nets for home use. Frozen food 
lockers are now being made avail- 
able as rapidly as the manufactur- 
ers can convert from war work. 

Florida has been backward in 
the establishing of frozen food 
lockers, having in 1941 only five 
such plants out of the United 
States’ total of 4,156. This lack is 
rapidly being remedied, as is the 
lack of dispensing cabinets at food 
distributing stores. 

This rapidly spreading pur- 
chase in Florida and all over the 
country of equipment in which 
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frozen foods can be distributed 
and taken care of properly in the 
home will have a tremendous ef- 
fect on the tonnage of frozen foods 
sold in the United States. 


Trends in Frozen Foods 


It may be interesting to note 
some of the newer products and 
channels of distribution that will 
soon contribute to this growth in 
tonnage of quick-frozen foods. 

A. D. Gordon, in a recent article 
in the “Wall Street Journal,” 
stated: 

“One of the newest wrinkles in 
quick-freezing, on which many 
packers are betting as a coming 
big money-maker, is pre-cookea, 
ready-to-serve, food. First pre- 
pared less than six years ago, when 
a former California restaurant 
chef began freezing steaks, stews 
and soups in consumer sized 
packages, the idea has grown un- 
til now about a dozen plants 
throughout the country are com- 
mercially freezing dishes rang- 
ing from potatoes au gratin and 
curried chicken to pork - and - 
beans and Welsh rabbit. 


“In New York for example, one 
company is quick-freezing thou- 
sands of entire meals on disposa- 
ble plates. The Naval Air Trans- 
port Command buys them under 
Government contract. Typical 
menus include meat loaf with can- 
died sweet potatoes and spinach; 
breaded veal cutlets with peas and 
fried potatoes, or steak with as- 
paragus and French fries. For de- 
frosting, the plates are placed six 
at a time into a special oven with 
hot circulating air and come out 
sizzling. 

“There is a new frozen dessert 
dubbed ‘Velva fruit’ by its scien- 
tist-inventors. It is counted on as 
a commercially profitable outlet 
for thousands of tons of fresh fruit 
which goes to waste each year. 

“Velva fruit, in peach, raspber- 
ry, strawberry and other flavors, 
is made by freezing a fresh fruit 
puree with a little gelatin and 
sugar in a regular ice cream 
freezer. 

“On the West Coast, after sugar 
supplies increase, this product is 
expected to absorb large tonnages 
of too-ripe cantaloupes, plums and 
other highly perishable fruits 
which can’t stand the long trip 
East or can’t be marketed because 
of skin blemishes or off-sizes and 
shapes.” 

To quote further from the “Wall 
Street Journal’: 

“A revolution in the distribu- 
tion of meat has appeared on the 
horizon. It’s the general sale of 
beef, lamb, pork and other prod- 
ucts in frozen form. That isn’t a 
new idea—the packers had a ten- 
tative and unsuccessful try at it 
15 years ago—but this time it 
seems certain to make progress. 

“A top official of one packing 
house says: ‘If you had asked me 
about frozen meat prospects three 
years ago I would have said the 
chances of this product getting 
some place were about zero. I’ve 
changed my mind mainly because 
of the interest which the home 
freezer industry is building for 
this way of selling.’ 

“The ‘frozen meat era’ when it 
does come, holds forth lots of 
pleasant promises for the public. 

“It means, for one thing, that 
you will be able to buy steaks of 
uniform tenderness, week after 
week. Today, if meat is aged to 
make it tender, the retail store 
does the job. It’s largely guess- 
work. But if the meat is pre-cut 
at the packing house, it can be 
systematically aged by experts be- 
fore freezing. One packing house 
even reports that it is perfecting 
a mechanical method for grading 
the degree of tenderness.” 

“Business Week” recently print- 
ed the following: 

“New process, pastries in freez- 
ers instead of ovens, and they sell 
j like hot cakes. That’s what E. 
Gordon Male, Oak Park (Illinois) 
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baker, discovered in the summer 
of 1944 when he first offered his 
customers frozen unbaked pies, 
cookies, and other products. By 
January he had acquired nine used 
freezers of various descriptions, 
moved them into an adjacent store 
and organized Frigid Dough Pro- 
ducts Company as a division of his 
bakery, Pearson’s Inc. 


“Now, through a_ distributor, 
Chicago Frozen Food Co., he di- 
vides his limited output among 
such top flight retailers as Mar- 
shall Field & Co., The Fair, Wei- 
boldt, Inc., 
Beach apartment commissary. 


“Male claims all his products 
will keep at least 90 days if frozen 
solid; iss. can be kept safely for 
a week, aid certain cookies up to 
60 days, at ordinary refrigerator 
temperature.” 


Processing Frozen Foods in Florida 


The production of quick-frozen 
foods in Florida is so recent in de- 
velopment that it is almost impos- 
sible to furnish any significant 
statistics. For instance it is esti- 
mated that less than 100,000 gal- 
lons of citrus juice was frozen in 
Florida in 1945 but in 1946 it is 
predicted that more than 2,000,000 
gallons will be frozen. The same 
condition could well apply to 
many products. 


There are about twelve pro- 
ducers of frozen food in Florida 
listed for 1945 and the number is 
increasing rapidly. These produc- 
ers freeze strawberries, grape- 
fruit juice, cherries, lime juice, 
orange juice, pineapple, fruit 
salad, tangerine segments, fish, 
and several other foods. 


Probably the chief reason that 
the frozen foods industry has not 
progressed in Florida as it has in 
other states is that the growers of 
Florida enjoy such a preferential 
position in marketing its winter 
vegetables as fresh produce. How- 
ever the possibilities offered by 
the frozen food industry of longer 
producing season, of two or more 
crops per year, of mechanical har- 
vesting and of the tremendous 
volume of the frozen food market 
will offer an irresistible tempta- 
tion to Florida growers of fruits 
and vegetables. Further the possi- 
bilities of additional crops such as 
Florida peaches and sub-tropical 
fruits and vegetables that cannot 
readily be shipped in the fresh 
condition will intensify this temp- 
tation to convert a large acreage 
to the raising of produce that can 
be frozen. 


To the freezing plant operator 
Florida offers the nearest to an 
all-year-around operating season 
of any State in the Union. For in- 
stance, Oregon and Washington, 
the largest producers of quick 
frozen foods, have a freezing sea- 
son that lasts from April into De- 
cember, Utah from May through 
September, New Jersey and East 
Tennessee, May through October. 
The average is about a six months 
season. In Florida the present 
“Time Table of Florida Fruit and 
Vegetable Shipments” prepared 
by the State Department of Agri- 


culture includes the following 

products: 
Green Beans --_--~_- 9 months 
Lima Beans __-__-_~_~- 5 © 
Cucumbers _-_----- 8 ‘* 
| RR eae y 4 $9 
Grapefruit __ ___-_-_10 e 
Ee 9 4 
REE STIR a rte 4 “ 
CR ca Eh Saseneistpiads 6 re 
| a ee 11 ‘ 


The fact about the harvest sea- 
son of these Florida products that 
is of greatest interest is that they 
overlap so as to last the whole 12 
months of the year. A freezing 
plant that can operate 12 months 
of the year has an advantage over 
those with limited operating sea- 
son. 

The possibilities that quick 
freezing opens up in the develop- 
ment of new products is rather in- 
triguing. The new developments 
in frozen fruit purees promise an 


and the Edgewater | 
a 


outlet for fully ripe fruit and 
vegetables and particularly for 
certain sub-tropical fruits. New 
developments in cooked foods are 
of particular interest to Florida— 
cocked sea foods, fried chicken, 
frozen dough for hot rolls, pastry, 
whole meals—all have possibili- 
ties here. 

A well organized frozen food in- 
dustry with centrally located 
freezer plants and a system of re- 
frigerated transportation to serve 
|#ach plants would do much to im- 
prove Florida’s fish and sea food 
industry, its chicken industry, and 
all-year-around fruit and vege- 
table output. 


Florida As a Market for 
Frozen Foods 


Florida constitutes a large po- 
tential market for frozen foods. 
First because its year-around 
warm climate makes it difficult to 
distribute perishable foods, and 
second because in the summer 
season especially there is little na- 
tive fresh fruit and vegetables on 
the market. 

Another contributing factor in 
making Florida a larger user of 
frozen foods is the large tempo- 
rary winter population. In many 
of the apartments and cottages 
available to tourists, adequate 
kitchen space is lacking. This 
promotes a demand for frozen 
food which is ready to cook and 
serve with a minimum of prepara- 
tion. The same factor brings about 
a similar demand in the restau- 





rants and roadside stands serving 
food for a peak season. 


Conclusion 


To thoSe who have followed the 
development of the Frozen Food 
indust it appears that Florida 
is déstined to become one. of the 


great producing States for frozen 
products. 


Florida is primarily a producer 
of perishable foods, it has a soil 
and topography adapted to pro- 
ducing fruits and vegetables, it 
nas ccastal waters rich in edible 
seafoods and of a geographical na- 
ture to make commercial fishing 
practical and profitable. Its cli- 
mate makes possible the harvest- 


ing of perishable products every 
month in the year and for many 
products the same acreage can 
grow two crops annually. Quick 
freezing makes possible a large 
and stable market for these per- 
ishable products independent of 
seasonal fluctuations. 

But not only will Florida bene- 
fit by a greater production of pro- 
duce, it will also benefit by proc- 
essing this produce within the 
borders of the State. This cost of 
processing and freezing will ap- 
proximately equal the original 
cost of the product and will be 
paid out in the State of Florida 
to carton manufacturers, public 
utilities, oil distributors, and to 
skilled and semi-skilled labor. To 
the investment world this opens a 
vista of financial requirements in 
Florida for freezer plants, trans- 
portation equipment, additional 
paper mills, power plants and 
other concomitant enterprises. 





New Tasks in Securities 


ful meeting. It was most fitting 
and timely that, for the general 
theme of that convention, the sub- 
ject “Financing in the Post-war 
Period and the Protection of War- 
time Savings” was chosen. The 


subject was discussed most ably 
from all angles by men well qual- 
ified to speak. There we ex- 
changed views and we all agreed 
on at least one point: Let’s get 
together and eliminate the possi- 
bility of a post-war depression 
and create prosperity in the Amer- 
ican way of free enterprise. 

The Association is deeply grate- 
ful to our Host Commissioner, 
Honorable Poyntelle Downing, 
Commissioner for the State of II- 





Law Administration 


(Continued from page 397) 


linois, and his excellent staff of 
assistants who arranged for the 
care and comfort of ourselves and 
guests during our stay in Chicago. 
This convention will long be re- 
membered for its constructive 


program and for the generous 
hospitality and good fellowship 
which prevailed. 

I am humbly grateful and deep- 
ly appreciative of the honor of be- 
ing chosen your President for the 
year 1946. It is with a feeling of 
deep responsibility that I énter 
upon my duties. I fully realize 
that I have been selected to lead 
an organization of distinguished 
public officials who can point with 
justifiable pride to their accom- 
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plishments in a fair and firm ad- 
ministration of the securities laws 
of the various states. Ours is an 
organization which has accom- 
plished much good for the protec- 
tion of the investing public. By a 
united effort we can accomplish 








Sailing in Florida Waters—Intra-Coastal Waterway 


more. With your help I shall 
strive to the full extent of my 
ability to continue those construc- 
tive policies of my predecessors 
which have made the influence of 
this Association felt throughout 


‘the United States. 
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Typical Florida Corporations 


(Continued from page 403) 
Jacksonville Gas Corp. 


Motor Transit Company 
Incorporated in Florida Decem- 


| ber, 1932 and on Jan. 2, 1933 pur- 


.Coach Company, in February, 
1945. , 


Company owns their own barns, 


Incorporated in Florida Feb. 1,| chased at foreclosure sale the|shops and equipment and _ oper- 


1943, as succesor to Jacksonville 
Gas Company, incorporated in 1927 
and succesor to company incorpo- 
rated in 1874. Supplies gas to 
Jacksonville, Florida, with popu- 
lation of approximately 200,000. 
Daily generating capacity 7,750,- 
000 cubic feet with 263 miles of 
mains. Franchises operate with- 
out limit as to time. 


Company prior to 1943 was af- 


filiated with American Gas & 
Power. 








property and franchise of Jack- | 


| sonville Traction Company. 
Company completed the substi- | 
tution of buses for street raillway | 
‘service in 1936 and has extended | 
‘its service to include South Jack- | 
/sonville and the Beach communi- 
ties south of the city. Total popu- 
lation in excess of 300,000. 
Property at one time was con- 
trolled and operated by National 
City Lines who sold to a newly 
organized company, Jacksonvilie 


tie, a 
pup 
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ates over 200 buses over 165 route 
miles. 


National Airlines, Inc. 
Incorporated in Florida on July 
8, 1937, as successor to the busi- 
ness formerly conducted by G. T. 
Baker as an individual. Company 
operates a schedule of air trans- 
portation business carrying alr- 


between Miami, St. Petersburg 
and Jacksonville, Florida and 
New Orleans, La., and serves the 
intermediate cities. 


and intermediate coastal points 
was established. During 1945 the 
company began an operation be- 
tween San Juan, Puerto Rico and 
Miami and has additional opera- 
tions pending for Carribean air 
service to Key West and Havana. 


Peninsular Telephone Co. 


Owns and operates 30 ex- 
changes in Florida including Fam- 
pa, St. Petersburg, Clearwater, 
Sarasota, Bradenton, Bartow and 
numerous other communities in 
the Tampa Bay area. Company 
owns approximately 18,000 miles 
of toll lines connecting the cities 
and extending to 11 other cities 
near by. 


Population of territory served is 
approximately 500,000 and total 
number of telephones in services 
as of Dec. 31, 1944 was 81,994. 


Southeastern Telephone Co. 


Company owns and operates 25 
telephone exchanges in northwest 
Florida and southern Georgia, 
some of the principal cities served 
being Tallahassee, Madison, Mon- 
ticello, Florida and Fitzgerald, 
Perry and Quitman, Georgia. 


Incorporated in Florida in 1896 
as the Southern Telephone and 
Construction Company. Name 
subsequently changed to Empire 
Telephone Company and in June, 
1939 to Southeastern Telephone 
Company. 

Control of the company rests 
with the American Utilities Serv- 
ices Corporation now in _ the 
process of liquidation under plan 
filed with the Securities and Ex- 
change Commission. 


Tampa Electric Co. 
Incorporated in Florida in 1899. 
Company supplies the entire elec- 
tric light, power and street rail- 
way business in Tampa, Florida, 
under a franchise to run over 900 
years. Also serves Archer, Plant 
City, Winter Haven, Dade City, 
Florida with a population of ap- 
proximately 400,000 people. A 
large user of the company’s power 


Florida: Potential Latin- 
American Trade Center 
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mail, passengers and air express | 


In 1944 a route to New York | 





$60 million and 600,000 visitors 
annually. 

Most of the visitors—going and 
coming—will flow through the al- 
ready established tourist center of 
Florida. 

Within a 1,200-mile radius of 
Miami are the old and quaint 
Spanish, Dutch, English and 








is the Phosphate Mine industry 
whose products are used in the 
manufacture of fertilizer. 

Main offices are located in 
Tampa, Florida. The common 
stock is ideally situated with re- 
gard to capital structure inasmuch 
as there are no bonds or preferred 
stock ahead of the issue. The com- 
pany is not affiliated with any 
holding company. 


Tampa Gas Co. 


Incorporated in Florida in 1925 
as reincorporation of company 
formed in 1895. 


Serves gas to Tampa and West 
Tampa, Florida, with a population 
in excess of 120,000. Company’s 
gas plant has daily capacity of 3,- 
000,000 cubic feet and storage 
capacity of 3,600,000 cubic feet. 


Southern Phosphate Corp. 

Incorporated in Delaware in 
1919, immediately acquired prop- 
erty in Polk County, Florida, now 
about 12,000 acres and estimated 
te contain about 40,000,000 gross 
tons of phosphate rock. 

Company is engaged principally 
in mining and selling of phosphate 
rock — a substantial amount for 
export. 


United States Sugar 
Corporation 

The company was incorporated 
in Delaware in 1931 to engage in 
the production of cane sugar in 
Florida where it owns approxi- 
mately 90,000 acres of land and 
has options on an additional 40,000 
acres in the vicinity of Lake 
Okeechobee. 


In 1944 the company acquired 
the Glades Land Company and all 
of the Clewiston Land & Develop- 
ment Corporation in exchange for 
40,000 shares of its common stock. 


The company granted leasehold 
rights to the Ohio Oil Company 
for oil, gas and sulphur on a 
royalty basis and has a joint in- 
terest with Newport Industries, 
Inc., for the productions and mar- 
keting of Ramie, a vegetable fiber. 

In 1945 the company announced 
an expansion program estimated 
at approximately $9,000,000 to 
more fully utilize by-products 
and waste and for the production 
of high grade starches from sweet 
potatoes. 
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French islands of the Spanish 
main that are standout attractions 
for those who like to travel. 


It is not out of the realm of 
possibility that in the next year 
Americans driving their cars will 
be able to jump off from Florida, 
tour Cuba at their leisure, then 
hop off again and drive through 
some of the most archeologically- 
rich parts of Mexico. 


And, of course, the route is not 
a one-way street. Cubans and 
Mexicans undoubtedly will find 
it interesting to drive northward 
to see their Yankee neighbors, 
too. 


Eventually the motoring public 
is quite likely to be able to turn 
east in Cuba and spin merrily 
down through the Caribbean is- 
lands and onto the continent of 
South America. 


A New Type Car Ferry 


The answer lies in new-type, 
ocean-going car ferries which the 
Gulf-Atlantic Transportation Co. 
proposes to put into service over 
the relatively short water gaps 
between the mainland of the 
United States, Cuba, and in turn 
the string of Caribbean islands 
curved semi-circularly southward 
to the north coast of South Amer- 
ica. 

Plans for the ferries filed with 
the U. S. Maritime Commission 
call for craft capable of transport- 
ing some 300 cars and 700 or 800 
passengers on each trip. 


Florida and the Miami gateway 
would serve as the funnel for the 
great population centers of the 
east. 


For instance, if persons from 
New York or Washington, D. C., 
wanted to drive to Cuba or Mex- 
ico, they could come down the 
east coast and through Florida. 
At Key West or ancther South 
Florida port, they would drive 
onto a car ferry and be trans- 
ported over the 90-mile stretch to 
the Cuban capital of Havana. 


From there they could drive 
through Cuba and to the western 
part of the island, where another 
ferry would transport them to the 
Yucatan peninsula of Mexico. 
There, centered about Merida, 
are some of the richest ruins of 
the ancient Mayan empire. 


The “Caribbean” Spur of the 
Pan American Highway 


Eventually, Mexican officials 
hope to complete a “Caribbean 
spur” of the Pan American high- 
way, to connect near the Guate- 
malan border with the Pan 
American main route running 
from the Texas border south 
through Monterrey, Mexico City, 
and Central America. 


When the Caribbean spur of 
the Pan American highway is 
built, it will cut an estimated 
1,100 miles from the route to 
Central and South America for 
motoring tourists living east of 
the Mississippi river. 


Travel officials and others are 
confident that later on the ocean- 
highway system can be extended 
to connect the easternmost tip of 
Cuba with the nearby island of 
Hispaniola, comprised of Haiti 
and the Dominican republic. 

From there it would be pos- 
sible for ferries to span the nar- 
row Mona passage between the 
tip of the Dominican republic and 
Puerto Rico, and on down the 
chain of the Lesser Antilles — 
from Puerto Rico to the Virgin 
Islands, to the French islands of 
Guadeloupe and Martinique, on 
down to the British-owned Trin- 
idad, and over to Venezuela on 
the South American mainland. 


The Latin American nations 
are just as anxious to promote 


that lucrative flow of tourist 














travel as is the United States. 
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And in their efforts, they are 
turning to Miami. 
One Miami advertising and 


public relations firm currently is 
setting up tourist programs for 
the governments of Guatemala 
and Venezuela, and has been ap- 
proached by the government of 
the Dutch island of Curacao with 
the idea of establishing a similar 
program for that area. 

In the few brief months since 
the end of the war, Florida al- 
ready has become a center for the 
established of new trade ~«alli- 
ances between United States and 
Latin American business houses. 

In Miami alone, half a dozen 
commercial “liaison” firms have 
been established. Their aim is to 
represent Latin American firms 
here, and to put United States 
firms and manufacturers in touch 
with Latin American trade out- 
lets. 

One of the largest southern 
automobile dealers, whose main 
office is in Miami, has jumped the 
gun on competitors by setting up 
a branch outlet directly on Ha- 
vana’s famed Malecon drive. 


Florida is favored outstanding- 
ly in one respect in regard to de- 
veloping herself as a Latin Amer- 
ican trade center. The Latin 
American market is more than 
ripe for the type of goods which 
Florida industries can best pro- 
duce. 

They include, mainly, plastics, 
processing plants and light manu- 
facturing, such as radio and air- 
craft parts. 

Such industries are a natural 
for Florida, where plant costs are 
low, a labor supply is at hand, 
and an abundance of power is 
available. 





And Florida, closely allied to 
the Latin American countries in 
point of climate and geographical 
features, strikes the average Latin 
American visitor as being more 
“simpatico” than most other parts 
of the United States. 

The most frequently voiced 
complaint by Latin Americans 
against North American  busi- 
nessmen in their midst is that the 
Yankees seem to make no effort 
to learn the habits, customs, psy- 
chology, or even language of the 
Latins. 


The English, they say, are little 
better than the Yankees in that 
respéet, but we both might take a 
profitable lesson from the pre- 
war German traders. 


The former mayor of Barran- 
quiila, Colombia, who resigned to 
take a trip to the United States, 
phrased it this way: 


“Let us suppose,” he said, “that 
the wife of a Barranquilla busi- 
nessman died. 


“The American business repre- 
sentative with whom he had car- 
ried on trade there would, as is 
customary in your country, have 
his secretary order a wreath of 
flowers to be sent to the cus- 
tomer’s house. That is all very 
well in your country, but to the 
bereaved South American it 
would only appear that the Amer- 
ican was being cold and lacking 
in true feeling of sympathy. 


“He would be much more im- 
pressed by the German business- 
man, who would promptly put on 


a black tie and call at the South 
American’s home to offer sym- 
pathy in person, if only no more 
than to say: ‘I’m sorry.’ ” 








View of picturesque Confederate Park, Jacksonvi lle, situated almost in the heart of Florida’s largest 
city. This is one of more than a score of large, sub-tropical parks in Jacksonville. 





Dairying in Florida 


(Continued from page 400) 
from one part of the state to the 
other. 

Regarding the health of Florida 
dairy herds—it was never better. 
The herds are practically free 
from T.B. and Bang’s. Dr. J. V. 
Knapp, State Veterinarian, re- 
ported that for the fiscal year 
ending June 30, 1931, the percent- 
age of tuberculosis in dairy herds 
in Florida was only .08%. For the 
United States during the same pe- 
riod, the percentage was 3%. 

The percentage of Bang’s dis- 
ease for the same period was 9%, 
covering 15,665 herds comprising 
403,722 animals. For the United 
States the percentage was 2.4%. 

Florida milk producers, as these 
figures prove, are cooperating 
wholeheartedly with State and 
County agricultural and health 
officials in an effort to give the 
public the verv best milk possible. 

I have painted what some will 
describe as a “rosy” picture of the 
dairy industry and its future in 
Florida. I have done so purposely 
because I sincerely believe that 
the industry has a wonderful fu- 
ture in this southernmost State. I 
have not, however, attempted to 
glamorize the dairy industry. 

There is nothing particularly 
glamorous about a vocation which 
makes you arise at 4:30 in the 
morning and keeps you slaving 
until 6 or 7 in the evening. I have 
the greatest respect in the world 
for the hard-working dairy farmer 
and the sincerest enthusiasm for 
those dairymen of Florida who 
have been earnestly striving to 
improve their cattle and produce 
more and better dairy products. 

Throughout the war, these pro- 

ducers were part of a great farm 
machine that helped to feed the 
world. No one can take away the 
credit from them for doing such a 
splendid job but it is doubtful if 
the vast number of consumers ap- 
preciate how hard they worked. 
_ The dairymen of America have 
just completed a vitally important 
task—that of producing for war 
consumption. Now they face an 
ouuelty great and equally vital 
job. 

Statistics show that within the 
next five years the population of 
the United States will probably 





‘reach 150,000,000. This will mean 


an increase of 13,000,000 since 
1940. Since 1940 to the present 
time there has been an increase 
sufficient to absorb more than five 
billion pounds of milk, even at 
pre-war consumption rates. 


Estimated births in the United 
States during 1945 totaled 2,800,- 
000—about the same as in 1944. 
Ten years ago, an average of 2,- 
000,000 babies were being born 
annually in America. 


So it is obvious that for the 
next ten years, the population of 
the heaviest consuming age ranges 
will show the largest percentage 
of increase of any group. Remem- 
ber, too, that children today are 
heavier consumers of milk and 
other dairy products than were 
the age groups which preceded 
them. What is more, adults are 
consuming larger amounts of most 
dairy products than ever before 
in history. 

We of Foremost Farms have an 
intense and fervent faith in the 
potentialities and opportunities of 
the Great South. So much so, in 





| fact, that years ago we adopted a 


Creed for Southerners of which 
we are proud and which has been 
publicized throughout the South. 


Here it is: 


We Believe in the South... 

. . . Because here is America’s 
last great frontier, challenging the 
minds and hearts of men of action. 

. . . Because here are vast and 
scarcely developed resources de- 
manding only vision, courageous 
leadership and earnest labor to 
convert them to use and wealth. 


. . Because here are millions 
of fertile acres sufficient in their 
bounty to fill the larders of the 
nation with rich dairy products 
and with nourishing foods from 
the soil. 

. . . Because here is a newly- 
awakened giant beginning at last 
to feel the power latent in its 
farms and fields and woodlands, 
its businesses and industries and 
the energy of its people. 

. . » Because here is a friendly, 
kindly people who have dreamed 
new dreams, seen new visions, 
gained new skills; who are deter- 
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mined .that these things shall not | 
again be lost and that their fu- 
ture shall be one of prosperity and 
economic greatness. 

. . . Because it is Our South— 
our matchless homeland—offering 





boundless opportunity, security 
and better living for all men. 


WE PLEDGE our devotion to the 
South and our untiring efforts to 
further its growth by doing busi- 
ness in and with the South and 
with Southerners to the end that 
the South may soon attain its 
rightful place of economic leader- 
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(Continued from page 399) 

Florida Pulp & Paper Company 
made important war contributions 
by furnishing paper shell holders 
for all war fronts. It is so impor- 
tant in fact that the Government’s 
Defense Plant Corporation fi- 
nanced the erection of the build- 
ing at Cantonment and also the 
board-making equipment and ma- 
chinery. The plant was leased to 
the Santa Rosa Pulp & Paper 
Company, a subsidiary of Florida 
Pulp & Paper, but operated by 
the parent company. J. H. Allen 
serves as President of both con- 


cerns. 

Florida Pulp & Paper Company 
erected the emergency war board 
plant for the U S. Defense Plant 
Corporation for a fee of $1 (one 
dollar). The plant and its erection 
is a monument to American in- 
genuity and improvisation, and 
American flair for finding the un- 
obtainable and doing the impossi- 
ble. Despite the importance of this 


“i 





plant it was out of the question 
to obtain new machinery and 
equipment. There was none. Ev- 
ery piece of machinery in the 
plant is second hand. 

The Allis Chalmers steam tur- 
bine, for instance, and the boilers 
that provide power for a Beloit 
cylinder machine’s battery of 70 
dryers capable of rolling 75 tons 
of critical paper “war supplies 
daily, is a quarter of a century 
old. The cylinder machine itself 
had been idle 10 years when un- 
earthed by Florida Pulp Com- 
pany’s machinery “scouts.” 

Turbine, boilers, cylinder-board 
machine and practically every 
piece of equipment was “picked 
up” here and there throughout the 
United States and rushed to Pen- 
sacola by mail, express or freight, 
from “fragile” parcel post pack- 
ages of delicate gauges to tar- 
paulin-topped flat cars loaded 
with ponderous rusty parts, high 
balled clear through to Canton- 


Agricultural Florida 
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- Pensacola: A New Center of Southern Activity 


ment, expedited with the symbol | one of the best fine paper plants | waste pine stumps were responsi- 


of extreme “war emergency.” 


Pensacola mechanics did a mag- 
nificent job of cleaning, smooth- 
ing and oiling the parts rusted 


with age and disuse. They assem- 
bled hundreds of unrelated parts 
and rebuilt the equipment with 
unerring skill. The heterogeneous 
collection of equipment salvaged 
from factories and foundries all 
over the nation functions with the 
smooth precision of machinery 
custom-designed for one purpose: 
to manufacture board from Flor- 
ida’s pine to deliver American 
munitions to American fighting 
men on all fronts. Clearly the pio- 
neering spirit is rampant in Pen- 
sacola, city of five flags since 1559. 

The modern plant built by the 
Florida Pulp & Paper Company 
was one of the last new mills com- 
pleted in the United States, a 
stream-lined design constituting 











Bell Teletype OR 10 





FLORIDA BANK BUILDING 
ORLANDO, FLORIDA 


BUSINESS ESTABLISHED 1924 


MUNICIPAL BONDS 
CORPORATE SECURITIES 


LEEDY, WHEELER & CO. 


Long Distance 27 














|of its kind in the world. 

Newport Industries, another im- 
portant and progressive Pensacola 
institution will step-up chemical 
production in post-war expansion. 

“Watch Newport” is the excla- 
mation usually heard when talk 
turns to “post-war Pensacola” for 
everyone concedes that Newport’s 
tremendous growth during the 
past three decades will be totally 
eclipsed by the expanded post- 
war activities of the concern 
which launched a million-dollar 
Pensacola industry 30 years ago 
after a chemist had “found gold” 
in abandoned pine stumps. 


By the time the war came along 
and shelved Newport’s ambitious 
research plans, the company’s 29 
chemists already had chalked up 
a total of more than 80 products 
credited to the resins, turpentines 
and pine oils extracted from the 
once “worthless” stumps at the 
Newport plants in Pensacola and 
Alabama. 


However, “80 is only the begin- 
ning,” admits J. H. McCormack, 
President of Newport Industries, 
Inc. Scientists, it appears, suspect 
these stumps of still secreting as 
many elements essential to indus- 
try and manufacturing as are de- 
rived from coal and oil. 


Consequently Newport’s post- 
war plans call for not only 
stepped up production of existing 
products, but also the quest for 
more. The company has $50,000 
to lay on the line for the erection 
of a modern, new research labora- 
tory on city-owned land on “O” 
Street, adjacent to the main plant. 


The new laboratory will house 
an increase of 50% in Newport’s 
skilled research staff, all working 
to find new products derivable 
from resin, oil and turpentine 
coaxed from old pine stumps. 


Experts hail the post-war pe- 
riod as an “Era of Science and 
Chemistry” with emphasis on 
plastics, synthetics and electronics, 
and it is not astonishing that ex- 
panded research should be an im- 
portant part of Newport’s post- 
war program. 


The wizardry of industrial 
chemistry foreshadows the mar- 
vels of Pensacola’s industrial fu- 
ture! 


Ethyl alcohol for undersea and 
aerial torpedo. Penicillin and per- 
fume. Detonators for four-ton 
“block busters.” Explosives for 
incendiary and rifle bullets. Hot 
water bottles and bomber tires. 
Antiseptics and scotch tape. Pro- 
tective coatings for battleships and 
dive bombers. Pensacola resin for 
protective coating. Waste mo- 
lasses in Cuba and waste pine 
stumps in Escambia. 


These are but a random few of 
hundreds of elements blended in 
the story of U. S. Industrial 
Chemicals, Inc., Pensacola, Fla., a 
neighbor and customer of New- 
port Industries, and an integral 
unit in the nation-wide plant 
chain of one of the foremost in- 
dustrial chemical concerns in the 
United States. 

USI originated in 1906 at the 
U. S. Industrial Alcohol company. 
A problem of utilizing waste Cu- 


ban molasses led to its creation, 
just as years later Escambia’s 





| ble for bringing Newport Indus- 


tries to Pensacola. 

Business men view waste in the 
light of deplorable economic loss. 
Scientists detest waste because it 
signifies lost utility. Prior to the 
inauguration of U. S. Industrial 
Alcohol company, hundreds of 
thousands of pounds of black- 
strap molasses were being dumped 
into Cuban streams every year, an 
apparently valueless waste resi- 
due of Cuban sugar cane refining. 


USI scientists halted molasses 
waste when research revealed 
blackstrap to be a source of in- 
valuable ethyl alcohol through 
yeast fermentation processes, 
processes corresponding with the 
production of penicillin, industrial 
chemistry’s unparalleled curative 
contribution to World War II. 


USI pioneered ethyl alcohol ex- 
traction from waste molasses in 
1906 and thus laid the foundation 
for one of the most important 
industrial chemical businesses of 
modern times. USI now has thou- 
sands of skilled workers and 
scores of scientists working day 
and night in ten big plants strung 
across the continent from New- 
ark, N. J., to Anahaim, Calif. 
Daily production of more than 
100,000 gallons of ethyl alcohol is 
now only one phase of the com- 
pany’s tremendous chemical out- 
put. USI considers research fully 
as important as production and 
the company is constantly combin- 
ing the nation’s leading universi- 
ties and colleges in search of 
talent to man its experimental 
laboratories. Operations at the 
Pensacola plant, incidentally, are 
the outcome of discoveries of uses 
of pine resin for protective cover- 
ing. 

“Gone to War,” inscribed on a 
mahogany plaque in the offices of 
Pensacola’s Weis-Fricker Mahog- 
any company served as reminder 
that 90% of the company’s ma- 
hogany imported from Central 
America was earmarked for war. 
Few in America, or even in Pen- 
sacola for that matter, suspected 
how widely Weis-Fricker mahog- 
any entered the lives of our fight- 
ing men here and abroad in 
training action and often in bat- 
tle’s aftermath 


Weis-Fricker with offices and 
40-acre yard and mill on Barran- 
cas Avenue at Bayou Chico, is a 
purely local concern, financed by 
local capital and operated by local 
men. The President is C. A. Weis, 
long an active worker in Pensa- 
cola civic and philanthropic af- 
fairs. His son, Mahlon, is Secre- 


tary and Treasurer. Frank Fricker, 
a close personal friend of the 
Weis family, is Vice-President and 
Sales Manager. 

Last year alone it imported 12,- 
000,000 feet to fill its contracts: a 
consignment of 20 shiploads. 
Thirty per cent of the logs went 
virtually “as was” to veneer mills 
to become plywood for planes, 
boats, and girders. The remainder 
was milled to required dimensions 
before being shipped out on war 
contracts. 

Consider some of the purposes 
to which 12,000,000 feet of Weis- 
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Fricker mahogany were put last 
year: * 

Naval aviators who receive their 
“Wings of Gold” at Pensacola, for 
instance, pilot plywood planes in 
the course of their training. 


Invasion forces stormed ashore 
from mahogany barges while 
their air-borne companions de- 
scended behind enemy lines in 
gliders made of mahogany sup- 
plied by Weis-Fricker. 

Crash survivors were swooped 
from the sea in American built 
aircraft rescue boats of mahogany 
—the mahogany that went into 
America’s Tom Thumb warcraft, 
the tiny P-T boats with battleship 
wallop, that sneaked MacArthur 
and his men from under the nose 
of the Japs on Bataan. Weis- 
Fricker, it is estimated, supplied 
65% of the mahogany used in res- 
cue boat construction, and sub- 
stantial proportions of the mahog- 
any required for P-T boat ply- 
wood. 

Boats, barges, planes and gli- 
ders, however, represent but a few 
of the war uses of Weis-Fricker 
mahogany. Recent figures com- 
piled for a government agency as- 
tonished company officials them- 
selves. They found the Central 
American mahogany that passed 
through the Bayou Chico served 
521 different war contractors. 


The company has been in Pen- 
sacola for nearly a quarter of a 
century, starting in 1920 in cy- 
press operations, with its own 10,- 
000 cypress tract in the swamps 
100 miles east of Pensacola, and 
other tracts in’ Escambia and 
Santa Rosa counties. In 1933 when 
local cypress was beginning to 
vanish, a million dollar fire wiped 
out the company’s yard and re- 
maining cypress stocks. The fol- 
lowing year Weis-Fricker was in 
the mahogany business exclusive- 
ly. Mahlon Wéeis is production 
boss from the tropics to Pensacola, 
where Frank Fricker then takes 
over as mill expert and marketing 
ace with C. A Weis exercising 
general supervision of everything. 

Because of Newport Industries, 
Pensacola has two drum manufac- 
turing plants that might not 
otherwise be numbered among the 
city’s varied industries. 

One is the Florida Drum Com- 
pany on the L&WN at East Zarra- 
gossa and Tarragona Streets, 
which manufactures steel drums 
and is operated by two Richmans, 
former New Yorkers. 

The second drum manufacturing 
plant which owes its presence in 
Pensacola to Newport is the Key- 
stone Drum Company, several 
blocks due north of Florida Drum 
on East Chase near Tarragona. 
Keystone is a Continental Can 
Company subsidiary, managed by 
W. C. McGinnis, Carnegie Tech 
man and former Keystone plant 
superintendent in Pittsburgh. Key- 
stone’s specialty is fibre drums. 

There’s nothing in the appear- 
ance of the ramshackle looking 
structure housing the Florida 
Drum Company to awe a visiting 
industrialist, but the little con- 
cern’s production figures are 
startling. They command marked 
respect from any big time manu- 
facturer. 

J. H. McCormack President of 
Newport Industries, lured Fred 


cola with the promise of a 36,000 
drums contract in 1940. 


In less than four years since the 
firm started Pensacola operations, 
with Fred as President and How- 
ard, Vice-President, on the 
strength of the initial Newport or- 
der for 40,000 naval stores steel 
drums. Improvised conveyors have 
hurled more than 637,000 steel 
containers into waiting trucks and 
box cars for ultimate service in 
all corners of the world. 


The drums, all of 55 gallons 
capacity, are of six different types 
in -black or galvanized steel, 
weighing from 55 to 114 pounds. 
The output to date totals 51,000,- 
000 pounds or more than 25,000 
tons.. If shipped in a single con- 
signment, 2,100 standard size box 
cars, each holding 300 drums, 
would be required to move the 
shipment out of Pensacola. 


But enough of comparative sta- 
tistics. These figures are cited 
merely to show why manufactur- 
ers everywhere will agree that 
here is another “little” Pensacola 
manufacturer doing a major man- 
ufacturing job with raw materials 
“brought in” from beyond Pen- 
sacola. 


Unquestionably most Pensaco- 
liuns at some time or another have 
seen New York City’s 102-story 
Empire State building or, at any 
rate, know it is the tallest build- 
ing in the world 


How many Pensacolians how- 
ever, are aware that Pensacola 
Tool & Supply Corporation, on 
Barrancas Avenue, just beyond 
Bayou Chico, helped erect the 
world’s tallest building? 

The Pensacola Tool & Supply 
Corporation figured in the erec- 
tion of New York’s Empire State 
building? Yes! Also in the con- 
struction of New York’s Triborc 
bridge over which Pensacolians, 
together with millions of visitors 
from all over the nation, motored 
to the New York World’s Fair in 
1939 and 1940. 


Empire State ... Triboro.... 
San Francisco’s Golden Gate 
bridge . . . Waldorf-Astoria Hotel 


. . these are but a few of the 
modern construction, “wonders of 
the world,” in which Pensacola 
Tool & Supply had a hand, as 
well as aiding in the construction 
of local structures including Del- 
champs’s, Pensacola Coach Corpo- 
ration garage and Muldon Motors 
garage. 

Of course Pensacola Tool & 
Supply Corporation aided the war 
effort too, through contributing to 
the construction of landing craft, 
tanks and other paraphernalia of 
modern warfare. 


The Pensacola Tool & Supply 
Corporation people declare their 
role in war and peacetime steel 
construction is minor, but they ad- 
mit it is nevertheless important. 
The company specializes in steel 
fabrication and in the manufac- 
ture of gadgets and tools that are 
vital to construction work. 


Nevertheless an inspection of 
bills of lading in the company of- 
fice the other day disclosed re- 
cent shipments consigned from 
Barrancas Avenue to 19 different 
States and Canada, including sup- 
plies for jobs in Oregon, Maine 
and Texas points thousands of 
miles from Pensacola. ' 

Two outstanding names in 
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dustry are E. E. Saunders & Com- 
pany and the Warren Fish Com- 
pany of Pensacola. More than 187 


million pounds of Pensacola’s fa- 
mous red snapper from the Gulf 
of Mexico have been marketed in 
Chicago, Cincinnati, Denver and 
St. Louis, Texas and the South by 
these companies, since they were 
established in 1880. 

E. E. Saunders & Company and 
Warren Fish Company stemmed 
from Sewall C. Cobb’s Pensacola 
Fish Company which the U. S. 
Bureau of Fisheries credit with 

























Chicago, Illinois 





having originated the nation’s red 

snapper fisheries on a commercial 

scale a few years earlier. 
Probably few Pensacola by- 


standers watching Pensacola’s first 
commercial catch of red snapper 
come over the side of a Cobb 
“live well” schooner in the early 
1870’s were aware of witnessing 
the birth of a Pensacola industry, 
or realized that the event was 
destined to make Pensacola the 
Gulf of Mexico’s red snapper 
capital. 

Pensacola’s “fish profits” are a 








All pulp logs are debarked in this huge machine before being ground up into chips at the large 

Pensacola mill, In the background can be seen thousands of cords of pulp wood logs ready for 

the debarking machine. Even the bark is used after it has been removed from the tree. The bark is 
used as cheap fuel and is being hauled off by a truck. 


unique source of wealth to the 
city, for they are “virtually a 
gift” of the sea! They take noth- 
ing from Pensacola’s natural re- 
sources, for they are “harvested” 
by Pensacola fishermen from the 
Gulf of Mexico’s Campeche banks 
off the coast of Yucatan, several 
hundred miles from home. 

The vessels return to Pensacola 
laden with snapper which men in 
the Pensacola fish houses inspect, 
clean, sort and ice for shipment to 
markets from which flow back 
to the city thousands of dollars in 





(Continued on page 412) 
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Pensacola: A New Center of Southern Activity | 


_this area less than 15 years ago 
|} as an event of great importance to 


(Continued from page 411) 


“new money” year after year; 
substantial profits and prestige 
brought Pensacola through the 
enterprise of Pensacola business 
men and the industry of the Pen- 
sacolians who man their fishing 
fleets 

They have been taking the 
pulse of the seafood business for 
years, charting the ebb and flow 
of the catch from year to year, 
and plotting the change in market 
conditions. These men are fully 
aware of the many factors that 
have bearings on their business, 
particularly the rising popularity 
of canned, processed and pack- 


aged fish. 
Neither one, of course, will re- 
veal his company’s jealously 


guarded post-war intentions, but 
both admit freely that there are 
plans designed to stimulate busi- 
ness and increase employment, 
thus protecting the red snapper 
bonanza that Pensacola has been 
tapping profitably for more than 
J years. 

Misgivings that pessimists may 
cherish as to Pensacola’s post-war 
future, or as to the after-the-war 
prospects of Northwest Florida’s 
5,000 square miles, must vanish 
in the face of Gulf Power Com- 
pany’s optimism — practical op- 
timism backed by the company’s 
cash for a new 25,000 k.v.a. steam 
plant. 

The new plant, located on Gov- 
ernor’s bayou, 12 miles north of 
Pensacola, is only a partial indica- 
tion of Gulf Power’s faith in the 
future of Northwest Florida. 

Even before engineers threw 
the switch to cut the new 25,000 
k.v.a. generator into existing 
transmission lines, the unit is con- 
sidered inadequate for eventual 
post-war demand in Gulf Power’s 
5,000 square miles of territory. 
The company serves 59 communi- 
ties in nine counties from Escam- 
bia to Jackson; from Innerarity 
Point and Pensacola to Panama 
City on the Gulf Coast, and from 
Century north to Campbelltown. 

Consequently Gulf Power’s fu- 
ture plans call for not one but 
four of these 25,000 k.v.a. genera- 


‘nor’s bayou plant—to provide a 
hundred thousand kilowatts of 


| power and light for Northwest | 


Florida in the years to come. In- 
stallation of the second 25,000 
unit is now under construction. 


This consideration of future re- 
quirements, of course, is charac- 
teristic of Gulf Power Company 
which already has constructed a 
costly network of high voltage 
transmission lines and _ substa- 
tions throughout Northwest Flor- 
ida’s 5,000 square miles. Gulf 
Power projects its service and 
plants years ahead of population 
growth and industrial power de- 
mand; not by guesswork but 
through exhaustive study and 
scientific research . 


Gulf Power Company dates 
from 1925 when it was incorpo- 
rated in Augusta, Me. The fol- 
lowing year it acquired utility 
properties in Chipley, Bonifay, 
Graceville, Millville, Panama City, 
St. Andrews and Lynn Haven. 


Pensacola Electric Company was 
merged into Gulf Power in 1927, 
along with the acquisition of De- 
Funiak Springs, Valpariso, Fort 
Walton, and Niceville., Milton and 
Crestview were added in 1928; 
Caryville in 1936; Warrington, 
1937; Bagdad, 1939; and Vernon 
in 1940. 


The effects of the company’s 
efficient, centralized operations 
were immediately noticeable: 
rates began to drop. Customers 
had been paying as high as 20 
cents per kilowatt hour. The next 
year the average declined below 
2% cents per kilowatt hour. Rates 
have been steadily dropping and 
today they average barely more 
than 3 cents per kilowatt hour. 


The importance of Gulf Power’s 
contribution to Northwest Florida 
home life, agriculture and indus- 
try, in pioneering the spread of 
electricity through the 5,000 





square mile territory is recog~ 
nized by everyone. Less appar- 
ent, however, is the significance 
of the company’s action in pio- 
neering natural gas service for 
domestic and industrial use. 

Nevertheless students of eco- 
nomics development consider the 





tors to be located at the Gover- 


introduction of natural gas into 


Pensacola. 

The advent of natural gas pri- 
marily was an initial step in mod- 
ernizing home heating, but it also 
was a tremendous step forward in 
industrial plant operations. New- 
port Industries, for instance, was 
one of the first beneficiaries of 
Pensacola’s new natural gas sup- 
ply. The service was inaugurated 
just at the time. Newport was 
seeking a new fuel when Arm- 
strong Cork Company began us- 
ing the company’s spentwood 
chips, formerly used to fire New- 
port boilers, to manufacture insu- 
lation board. Armstrong itself be- 
came an early gas customer, using 
the gas in great quantities in its 
insulation board manufacture. 

The company’s plans to step up 
electrical current output is par- 
alleled by United Gas Line Com- 
pany provisions for increasing 
natural gas supply in the area, via 
Gulf Power Company handling. 
Gas now comes through 12-inch 
pipe lines from Mobile under 200 
pounds pressure per square inch, 
after tapping two higher pressure 
lines from Louisiana gas fields to 
Mobile. A duplicate pipe line has 
been constructed through the Mo- 
bile swamps for emergency serv- 
ice and protection. When the du- 
plicate line is in operation, pres- 
sure on the original line, it is un- 
derstood, will be stepped up from 
the present 200 to 300 pounds per 
square inch, greatly increasing 
Pensacola’s gas input. 

All in all, a city with more than 
70,000 population, 349 retail stores, 
28 public schools and 63 churches, 
modern city manager-council form 
of government, and an annual 
payroll that topped $20,000,000 in 
1944, with still more predicted for 
last year when final 1945 figures 
have been totaled, there are logi- 
cal reasons why the experts point 
to Pensacola as a new center of 
Southern industry. It is a city 
that bears investigation by far- 





seeing manufacturers. 
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Product of Nature 


co = o 
Miami Tax Collections at All-Time High 
Among the indices of the excellent financial condition of the 
City of Miami, Fla., is the fact that tax collections through Dec. 6, 
1945, amounted to $4,356,148.42, an all-time high. Corresponding 
figures for the 1944 period disclosed receipts of only $3,393,214. 
Miami bonds currently are commanding prices reflecting confidence 
of dealers and investors in the continuing soundness of the city’s 
finances. 
According to the 1945 State census, the permanent population 
of the city alone is 197,326, the rate of increase since its incorporation 
as a city in 1896 having been phenomenal. 
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FLORIDA 


If you want a sunny place; 
With lots of tan upon your face; 
A beach where you can walk for miles; 
And bathing beauties who pose with smiles 



















If you like your ocean blue; 
And flowers riotous in hue; 
With orange-blossoms’ perfume sweet; 
Then here’s the spot that can’t be beat! 













If you think that fishing’s fun; 
And that your tuna weighs a ton! 
That racing is the sport of kings; 
Then here’s the place where all life sings! 


If you’d like to see this state, 

Why there’s no point to sit and wait. 
Plan your visit now, today; 

Its guaranteed you'll want to stay! 














E. Roberts Langenau. 
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The Importance of Importing 


(Continued from page 374) 
cannot now tell which is cause 
and which effect. Probably they 
are interrelated—now one acting 
as the initiating force, now the 
other. Yet enough evidence has 
accumulated to show that a sus- 
tained high level of employment 
and business activity requires a 
high level of foreign trade. 


Effects of Exports 

It is easy to see how a large 
volume of exports helps to main- 
tain a high level of employment. 
The line of action is direct—it 
takes work to make the goods 
sent abroad. Many important in- 
dustries relied heavily on export 
markets even before the war. Ex- 
ports of typewriters. for example, 
averaged about 37% of the total 
value of typewriters manufac- 
tured during 1935-38. The sewing- 
machine industry was also high, 
with 35%. Other industries in the 
“above 20%” class were tractors, 
aircraft, office appliances, mining 
and pumping equipment, and 
power-driven metal-working ma- 
chinery. In the agricultural ‘field, 
exports of cotton, tobacco, linseed- 
oil cake, and dried fruits exceeded 
one-fifth of total production. 

However, even housewives have 
recently had a lesson on the im- 
mediate effects of exports on the 
standard of living. The Sunday 
roast or steak was almost impos- 


sible to obtain, .pertly because 
meat was needed for shipment 


abroad. With cold and starvation 
rampant in Europe today, this is 
justified. But in normal times, 
fostering exports without  in- 
creased imports is simply a re- 
fined make-work policy. 


Imports and Living Standards 


Even before the war, imports 
contributed materially to our 
standard of living. The all-Amer- 
ican breakfast is founded on Latin 
American coffee, with cocoa from 
Africa or South America for the 
children. Tea, pepper and other 
spices, bananas, and such medi- 
cines as opipm and strychnine are 
also strictly foreign products. 
Large amounts of sugar are ob- 
tained trom Cuba and the Philip- 
pines, olive oil from the Medi- 
terranean, and medicines such as 
camphor from Formosa, menthol 
from Japan, and quinine from the 
Netherlands Indies. 

In the raw-material sphere, we 
are totally dependent on foreign 
sources for such products as tin. 
cork, manila and sisal fibers, ka- 
pok, natural rubber, copra and 
coconut oils (for soap), shellac 
and raw silk. Other items for 
which imports loom large in the 
supply picture are asbestos, baux- 
ite, manganese, chrome and co- 
balt ores, nickel, tungsten, anti- 
mony, radium salts, and newsprint 
paper. Since the war we have 
also become conscious of the dan- 


ger of exhausting our existing 
commercial reserves of copper, 
jJead. zinc, manganese, mercury, 


nickel, and bauxite. 


Exports Depend on Imports 

For the present, the desire for 
our goods abroad is great, limited 
only by the ability of the various 
countries to pay for them. With 
the termination of lend-lease, this 
problem has become acute. 
UNRRA, the World Bank, Export- 
Import Bank loans, direct inter- 
governmental loans such as the 
one just proposed with the Brit- 
ish, and private investments will 
help to provide the dollars. All 
told. exports amounting to $3,.000,- 
000,000 or $4,000,000,000 per year 
may be financed in this way. Per- 
haps another $500.000,000 to $1.- 
000.000,000 may be financed by 
dollar exchange made available 
through net tourist expenditures, 


shipping and insurance service 
charges. and immigrant remit- 


tances. But even in the years im- 
mediately ahead, an important 
trade of from $5,000,000,000 to 
$7,000,000,000 a year will be nec- 


{essary if foreign countries are to 
have the dollar balances to ser- 
vice past loans and to buy our 
exports in a volume commensur- 
ate with our present productive 
capacity. 

Later, when countries abroad 
have satisfied their more urgent 
needs for relief and rehabilitation, 
and when loans are decreasing, 
exports will depend even more on 
the volume of imports. Interest 
payments and eventual repayment 
of the loans will add te require- 
ments for dollar exchange. 

The conclusion is inescapable 
that now and in the foreseeable 
future, a large export trade will 
require a large import trade, not 
merely because we need raw ma- 
terials, but because this is the only 
way in which countries abroad 
can buy our exports. Only in this 
way can, the United States con- 
tribute to a revival of world trade 
with its opportunities for world- 
wide specialization, high living 
standards, and perhaps even peace. 


How Increase Imports? 


In the economic warfare of the 
1930's, many ingenious devices 
were developed to decrease im- 
ports or increase exports. But the 
literature on the art and tech- 
niques of increasing tmports is 
very limited. Perhaps this is be- 
cause the answer seems so obvi- 
ous at first glance—just reduce 
all tariffs. In a complex economy 
such as ours, however, the prob- 
lem is not so siniple. Difficult 
shifts and readjustments of pro- 
duction will be required in some 
instances. These can be accom- 
plished only with time, foresight, 
and a general expansion of busi- 
ness activity and employment in 
the United States and throughout 
the world. 

This is a strategic time in our 
history. Obviously, the United 
States is currently the chief 
source of supply to foreign coun- 
tries; equally important, it is a 
leading market. With these iwo 
levers, the United States should 
be a powerful influence in ithe 
reconstruction of world trade. 


Exchange-Rate Parities 

Before such trade can be de- 
veloped, there must be some revi- 
sions of official exchange-rate 
parities. At present, price levels 
in some countries have risen to 
levels which make importation 
from them to the United States 
impossible under current official 
exchange rates. War-torn France 
is an exampie. Even if products 
were imported, they could not be 
sold under existing price ceilings. 
Once exchange rates have been 
adjusted and the Bretton Woods 
agreements for international mon- 
etary stabilization adopted, the 
stage will be set for a mutually 
beneficial growth of world trade. 


Trade Agreements 
Unquestionably, a program for 
the expansion of our own foreign 
trade—imports as well as exports 
—must begin with a consideration 
of our trade agreements. The ex- 


Agreements Act (June, 1945) au- 
thorizes the President to reduce 
tariffs as much as 50% from the 
levels es of Jan. 1, 1945. Steps 
have already been taken to initi- 


ate discussions of trade barriers 
with Australia. Belgium-Luxem- 


burg, Brazil, Canada, China, Cuba, 
C7echoslovakia, France, India, the 
Netherlands, “New Zealand, the 
Soviet Union, the Union of South 
Africa, and the United Kingdom. 
These talks may ultimately be 
extended to include other coun- 
tries. In the same direction, the 
agreements with the British ior 
a proposed credit have provided 
for a relaxation of exchange con- 
trols and barriers to trade be- 
tween the United States and the 
British Empire. 


Other Possibilities 
Meanwhile there are 





tension of the Reciprocal Trade | 
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suggested to round out our tech- 
niques in the field of foreign 
trade. One of these is to provide 
information and market studies to 
importers as well as exporters. 
For obvious reasons, information 
about foreign production and sup- 
plies is always more difficult to 
obtain than data on domestic mar- 
kets. This is particularly true for 
the newly established importer 
who has not yet developed many 
contacts abroad. Yet if imports 


are to expand sufficiently to allow | 


for the desired exports, we must 
have a considerable number of 
such firms. 

The Department of Commerce 
maintains a vast amount of cur- 
rent information on marketing 
opportunities in the United States. 
This information is available to 
United States importers and io 
exporting firms abroad as well as 
to domestic producers. We can- 
not expect the individual con- 
sumer, or even most retailers, to 
take the initiative inseeking foreign 
products. More aggressive sales 
policies based upon this research 
by those who are engaged in im- 
porting into the United States 
would make an important contri- 
bution to the expansion of our im- 
ports. 

Some progress has been made 
in reconversion and reconstruc- 
tion abroad. The United King- 
dom, Canada, many Latin Amer- 
ican countries, Australia and New 
Zealand are among those ready to 
enter world markets as suppliers 
as well as buvers. On the Euro- 
pean Continent improvement has 
come more slowly, although Bel- 
gium is about ready to make ex- 
ports and even France has small 
stocks of luxury items, such as 
perfumes and wines preserved 
from the Germans, which it could 
export. 

However, this progress has not 
yet been reflected in a growth of 
United States imports. Imports in 
October, 1945, totaled $344,000,000 
--less than the average for the 
first nine months of the year and 
from one-fifth to two-fifths below 
the monthly average required to 
achieve an anual total of from $5,- 
000,000,000 to $7,000,000,000. 


Import Market Studies 


Communication and travel dif- 
ficulties continue to hamper oper- 
ations of importers, particularly 
on the European Continent. A 
series of studies indicating what 
commodities or products are avail- 
able for importation, country by 
country, would give newcomers 1o 
the import field and established 
firms alike a clue as to where 
to begin. Of similar assistance 
are the names of firms abroad 
who are now in a position to make 
shipments of various products— 


listed under “Import Opportuni- | 


ties” in “New World Trade Leads,” 
a regular feature of this magazine 
initiated in August. 
Sampie Fairs 

International expositions and 
fairs, such as those held regularly 
at Leipzig and Lyon before ihe 
war, would also contribute to ihe 


growth of foreign trade (“Foreign | 


Commerce Weekly,” July 7, 1945). 
At such fairs, manufacturers all 


over the world display their prod- | 
At regular intervals buyers | 


ucts. 
from all countries attend the ex- 
positions and place orders. These 


fairs contribute to the growth of | 


both exports and imports. Several 
projects for the development 
expositions and fairs of this type 
in the United 
under way. 
Export-Import Combinations 
Another novel development in 
the import field has recently been 
announced by Westinghouse Elec- 
tric. 
an “Import Division.” The divi- 
sion will investigate problems otf 
obtaining raw materials abroad 


and the possibilities of importing | 
several! various finished 


manufactures in 


other developments which may be’ the consumer-goods field. It is 


|'can be done. We should not, after 


of | 


States are reeds | 
| 


This is the establishment of | 


principle that export sales will 


| depend largely on the dollar ex- 


change made available by our im- 
ports. 

This principle appears capable 
of wide adoption by merchandis- 
ing firms as well as manufactur- | 
ers. Knowledge of the language, 
customs, and business methods of | 
a foreign country obtained in the 
process of exporting can be put 
to use in the import field. 

The idea is not entirely new, of 
course. We have had export-im- 
port houses before. But the real- | 
ization that export sales will be- | 
come increasingly dependent upon 
our purchases abroad has led to 
the adoption of the principle by 
a number of firms that were for- | 
merly interested only in exports. | 


Dual Role of Imports 

The general public, too, is com- | 
ing to recognize the importance of 
importing. The war has given the 
man in the street a double lesson 
on the subject. For one thing, he 


jand knews that they work. 


_ 


| founded upon recognition of the has missed such things as s : 


coffee, bananas, natural 
and silk, which come from abroad. 
He has seen that, initially, imponsts 


‘increase home supplies, whereas 


exports decrease them. Besides, 
he has begun to see the impgs- 
sibility of foreign countries ever 


| paying for loans and continuously 


large shipments from us, unless 
we do import. 

This enlightened understanding 
of the role of imports provides a 


/sound basis for the growth of our 


foreign trade. The United States 
is on the threshold of a great op- 
portunity. It has tried the prin- 
ciples of geographic and laber 
specialization within the country 
it 
knows that their use will give 
people a wider variety of prod- 
ucts, and more of them, at lower 


| costs. With this new understand- 


ing of the function of imports, the 
United States may now become a 
leader in the application of these 





victory that the old year brought | 
is uppermost in the minds of all 
of us throughout the nation. Our 
thoughts and sympathies go to all 
who suffered personal loss or in- 
jury. We are grateful to all who 
served in our armed forces. 

“The nation can well be proud 
of its achievements, of its military 
triumphs, of its unity of purpose 
throughout the war, of the mobili- 
zation of its skills and resources, 
of the products of its industries, 
its labor and its farms, and of the 
efforts of its people toward pro- 
viding so much of the tremendous 
monetary cost of so dreadful a 
conflict. 

“As the nation turns to face the | 
aftermath of war, both at home 
and throughout the wor'!d the 
future appears grim. Everywhere | 
one hears of strife and misunder- | 
standing among nations and be- 
tween groups within nations. The 
task of bringing this country back | 
to prosperity in a peaceful world | 
is enormous, but with clear pur- 
pose, understanding and skill, it 











the most devastating war of all 
times, expect too much too fast, 
even in this Gountry with its great 
material resources and relative | 
prosperity. We should not expect | 
that there can spring forth an) 
economy so perfectly functioning | 
that all ills are forever banished. | 
We should be able to expect, how- | 
ever, an orderly America, oppor- | 
tunity for work, and a resumption | 
of. our economic and social prog- | 
ress. Above all, we should expect 
that America will be kept the 
land of freedom and opportunity. | 

“Full production and wide dis- 
'tribution of peacetime goods will 
bring most of the results that are 
sought—whether it is control of 
inflation and avoidance of defla- 
tion, good wages and good profits, 
greater security and better living, | 
or sounder budgets and less debts. 

“But the desired objectives can 
be reached only if our Govern- | 
ment, with the great powers that | 
the people have temporarily 
granted to it, guides the economic 
and fiscal policies of the nation in | 
the direction of .growth and de- 
| velopment and not of repression. 
|/They cannot be reached if we are 
led to expect more and more for | 
‘less and less effort; if labor organ- | 
izations or industrial organiza- 
‘tions are to take purely selfish 
positions that block the road 1 
production and distribution; or if | 
political leaders are unwilling vo 
face a reduction in Government | 
expenditures and are to assume | 
that a policy of deficit financing) 
can succeed any better in the) 
future than it did in the decade 
| 1930-40. The result of these can 
| be nothing but the debasement of | 
‘our currency and a lowering of | 
the stendard of living in the) 











| "™nited States. 


“Nor can the objectives that the 


principles on a world-wide scale. 


Fiscal Policy Must Spur Output 


(Continued from first page) 


nation seeks be attained in isola- 
tion. If this country is to prosper 
we must try to help raise in 
measure the standard of living im 
other countries and thereby bring 
about a wider market for 
goods as well as those of friend 
nations. We must find outlets 
abroad, foreign markets for ex- 
cess production in many of our 
products; we must buy, as well as 
sell, goods and services abroad; 
we must be ready to make foreign. 
loans and investments; we must 
aid in maintaining peace and 
world order and in the recon- 
struction of foreign nations, for- 
eign exchanges, and foreign trade. 
Only in this way can we insure 
a maintenance of the standard of 
living in this country on a level 
comparable with what we have 
enjoyed in the past. It is certain, 
however, that 1t will not be gaos- 
sible for us to have everythi 
at once, or to escape our fair share 
of the burdens, the disruptions, or 
the costs of the war.” 

Mr. Whitney, in referring te the 
operations of J. P. Morgan & Co. 
during 1945, called attention to 
conditions still existing relating 
to the war and war adjustments. 
The net earnings after all charges 
for the year were $5,085,293, com- 
pared with $5,314,804 for the pre- 
vious year, but the decline was 
due entirely to a special payment 
of $371,000 toward past service 
pension cost. After payment of 
$1,600,000 as dividends to share- 
holders, the company transferred 
$1,949,265 to undivided profits 
and $1,536,028 to general reserve. 
At the end of the year, U. &. 
Government securities constituted 
59% of the total assets of the com- 
pany as compared with about 66% 
at the end of 1944. 


Quail President of 
Washington Excli. 


WASHINGTON, D. C. — Myles 
H. Quai! of Alex. Brown & Sens, 
was elected president of the 
Washington Stock Exchange. 
Other officers are: Thomas C 
Robinson, Ferris & Co., vice- 
president; Bernard J. Nees, John- 
ston, Lemon & Co., secretary, anc 
Thomas L. Anglin of Mackall & 
Coe, treasurer. 

T. Baker Robinson, retiring 
president of the Exchange, was 
elected chairman of the govern- 
ing committee of which Mr. Quail 
was made an ex-officio member. 
Thomas C. Montgomery, whose 
term will expire in January 1947, 
is the third member. Bernard J. 
Nees was elected for a term end- 
ing in 1948; Mr. Anglin and Jo- 
seph P. Kreeger were elected 
governors for the term ending in 
January 1949. Jemes P. Nolan, 
Folger, Nolan & Co., is already a 
member of the committee. 
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Post-War Money Supply and Its Significance 


(Continued from page 371) 
sues are predominant. 
among these three do not affect 
the total of liquid assets but would 
affect the total of money insofar 
as the latter is measured in terms 
of currency and bank deposits. My 
discussion of interest rates deals 


Changes | 





largely with money totals rather | 
than liquid asset totals. 

I shall not use many figures. I} 
am beginning to be a little bit 
skeptical about them. The world 
is moving a bit too fast for me. 
The Secretary of the Treasury 
talked of a 30 billion dollar deficit 
in tax hearings and eight weeks 
later we find in Washington a 
very much more optimistic spirit 
prevailing in advance of the bud- 
get message which is to be de- 
livered next Monday. Perhaps by 
the time the next tax bill comes 
up the picture may have changed 
again. This, however, is not so 
likely in view of the prospective 
increase in national income and 
Treasury receipts that may follow 
an upward revision in the price 
levels as a consequence of wage 
demands. 

An interesting commentary 
along similar lines is that last 
week an economist in one of the 
Washington departments was tell- 
ing an economist in another sec- 
tion of the Government that he 
was convinced that the November 
income payments to individuals 
would be much lower than those 
which prevailed in October. Ap- 
parently this economist was not 
aware of the fact that that very 
morning the November figures 
had been released. They showed 
that income payments in Novem- 
ber were actually higher than 
October, and were only 4% below 
those which had prevailed in July 
when war spending was going 
full force. 

Similarly in the Treasury secu- 
rity markets. After some new 
high total of 14 or 15 billions of 
2%s and 2's had been sold in the 
drive, we witness a market ad- 





vance in the 24%% bonds of over 
3% points in approximately 30 
days. It seems that one can hardly 
get figures compiled and released 
without running a substantial risk 
that they will be meaningless or 
wrong by the time they are dis- 
seminated. 


The Interest Rate Situation 


We are facing a somewhat new 
situation with respect to interest 
rates and money supply compared 
with anything that has been pre- 
vious peacetime experience. In- 
terest rate controls seem likely to 
be with us for an indefinite pe- 
riod. The methods which are used 
in exercising these controls are of 
considerable importance. Unfor- 
tunately, if the controls are used 
in an attempt to obstruct the nat- 
ural forces in the market, then ex- 
treme pressures are brought 
against the controls requiring that 
the latter become more encom- 
passing and harsh. 


In the establishment of the 
wartime pattern of financing rates 
the Treasury was reasonably gen- 
erous in the rate which it set for 

sury Bills as compared with 

the rates which had prevailed a 
little earlier. In setting the rate 
for Certificates it likewise was 
generous. It felt, and this was true 
at the time, that the unusually 
high and sure liquidity of Treas- 
ury Bills would justify the dif- 
ference between the %% coupon 
on these and the%% coupon on 
~Certificates. In setting a maxi- 
- mum rate of 2% on bank-eligible 
Treasury Bonds it unquestionably 
pushed a little harder toward a 
lower rate than the market ex- 
pected at the time. The rate of 
2% % which was set for longer- 
term bank eligibles seemed more 
in line with the market’s expecta- 
tions. The principal point, how- 
ever, is that in setting these rates 
the Treasury followed a yield pat- 
tern which had existed in the 





market for some years and which | 


was based, insofar as buyers’ pref- 
erences were concerned, primarily 
on the theory that the prevailing 
low rates of the prewar days and 
those set for wartime would not 
exist indefinitely, and _ shortest 
term securities were the ones pre- 
ferred by the largest buying 
group~the commercial banks. 


Commercial Banks Desire Long 
Term Bonds 


Income considerations, however, 
combined eventually with a les- 
ser degree of fear of future up- 
ward changes in rates, to cause a 
marked preference to be shown 
first for Certificates over Bills, 
and finally for 2% bonds over 
Certificates. At a relatively early 
stage the Treasury decided to 
eliminate direct offerings to 
banks. Thus the banks were 
forced to render indirect support 
to the War Loan Drives via open 
market purchases. Finally the 
Treasury eliminated 2% bank- 
eligible bonds. All of this was in 
consonance with an _ increasing 
preference on the part of com- 
mercial banks for issues longer 
than Certificates and offering a 
higher return. 

Coinciding with this we had a 
control operation whereby the 
Federal Reserve Banks were 
obligated to do two things: 

(1) to provide the banks with 
ample reserves for purposes of 
wartime financing, and 

(2) to aid the Treasury in pro- 
tecting the pattern of rates which 
it had set up for war purposes. 

In a free market it is difficult 
for the Federal Reserve to dif- 
ferentiate between offerings which 
come into the market for purposes 
of money adjustment and those 
which come into the market di- 
rectly or indirectly for purposes 
of portfolio adjustment, such as 
the sale of Certificates and the 
purchase of longer issues. During 
War Drives it is even more diffi- 
cult for the Fedéral to make this 
differentiation and it is in this 
period that the largest offerings 
of outstanding issues come into the 
market. Consequently an indirect 
result of the over-all methods em- 
ployed was that Federal Reserve 
credit became the base from which 
large-scale market purchases of 
Treasury issues could be made, and 
the buying of Certificates by the 
Federal was greater than the nor- 
mal reserve requirement needs of 
the commercial banks. It was 
only, however, by absorbing Cer- 
tificates in conjunction with the 
investment preference of the com- 
mercial banks for other issues 
that the pressure of sales for Drive 
subscription purchases was limited 
in its effect on Treasury interest 
rates. And, of course, it was the 
ability on the part of non-bank 
holders of these eligible securities 
to sell them in the market to the 
commercial banks that permitted 
the stupendous Drive totals to be 
attained. 


As these operations become 
very clear to the authorities they 
endeavored to impose various 
types of restrictions, etc. on sell- 
ing for purposes of entering Drive 
subscriptions. Consequently, the 
preference on the part of the 
banks for the higher coupon issues 
had a more pronounced effect, 
i.e. prices went higher and yields 
went lower. Then because of in- 
creasing bank earnings the Treas- 
ury finally eliminated the 2% 
bonds and that was a signal to 
the market that the Treasury was 
willing to see its war financing 
pattern broken as long as the 
break was toward lower interest 
rates. 


Banks Desire to Protect Future 
Earnings 


At the same time that the banks 
and the market became more con- 
fident that the war-imposed in- 
terest rates would not move high- 
er, the impact of the lower rates 
on fututre bank earnings also be- 
came more discernible to indi- 





vidual banks. In an endeavor to 
protect their future earnings, 
their appetite for issues offering 
a higher yield than Certificates 
seemed to be increased u/itil to- 
day it has brought about an un- 
precedented low level of yields 
on bank securities and, in com- 
bination with the _ restrictions 
placed on Drive subscriptions, we 
seem to be close to having also 
broken the long-term 212% rate. 


Where does this stop? We might 
expect that it would stop at some 
point where the appetite of the 
banks for earnings had been satis- 
fied. Unfortunately the level of 
rates was set so low in the short- 
term market that if banks con- 
tinued to invest only in those se- 
curities, then their future earn- 
ings would also obviously be 
quite low. Inasmuch, however, as 
their buying of longer maturities 
has produced a substantially lower 
yield level, an event which seems 
wholly satisfactory to the Treas- 
ury, we have been in the process 
of adding fuel to the fire. In other 
words, the short-term rates origi- 
nally set by the Treasury and the 
lower rates acquisced to by the 
Treasury are so low that the 
future earnings prospects of the 
banks are sufficiently unfavorable 
as to scare them into operations 
which collectively cause the rates 
to go even lower. There seems to 
be no real end to this until the 
yield of the short-term and the 
longer-term bank-eligible issues 
becomes approximately equal. 

Of course the substantial price 
appreciation (and decreasing 
yields) which have characterized 
the markets of the last year have 
also encouraged non-bank holders 
to sell bank-eligible issues and to 
reinvest in the ineligible ones. To 
the extent that the supply of the 
latter was held down by Drive 
subscription restrictions, thé pro- 
ceeds from the sale of the bank- 
eligible issues have gone into the 
bank-ineligibles via the market. 
That is what really is causing, or 
has caused, the tendenecy of the 
244% issues to break out of their 
pattern. As a consequence of this 
combination of circumstances, the 
commercial banks naturally in- 
creased their purchases of corpo- 
rate issues and revised their ideas 
on loans, both as to term and rate. 
This increased competition for all 
such investments creates difficul- 
ties for insurance companies and 
other similar types of non-bank 
investors. Corporate yields have 
moved downward—loaning rates 
have moved downward. It is all 
a part of the same picture and the 
whole situation rests on the neces- 
sity (under the existing rate struc- 
ture and controls) for the Federal 
Reserve Banks to keep adequate 
reserves available to the commer- 
cial banking system. 


Effect of Industrial Financing 


If the general opinion was that 
large amounts of new credits 
would be required over the next 
year or so, in conjunction with 
peacetime production, then per- 
haps the effect of all of these cir- 
cumstances on outstanding rates 
would not have been so sharp. At 
the mintue, however, it is still the 
prevailing view that the supply of 
new securities and investments, 
including loans, will not be large 
and we are still in the middle of 
this trend toward lower interest 
rates. 


The decision as to the ultimate 
level is up to the Treasury. Meet- 
ings on this subject, partially in 
consulation with the Federal Re- 
serve Board, are expected to start 
in Washington next week. 

There is a definite fear that the 
Treasury may again take advan- 
tage of market conditions to im- 
pose a lower financing rate for 





the short-term section of the mar- 
ket. This is in contrast to the 
known views of the Federal Re- 
serve Banks. If a lower rate were 





to be established in this primary 
support section, i.e. Certificates, 


then the yield differential between 
the short-term and somewhat 
longer sections of the market will 
automatically have been in- 
creased. Consequently, we will 
|start the market mechanics all 
over again and, in my opinion, | 
the necessity on the part of the! 
1 Federal Reserve System to pro- 
| vide adequate reserves in order to | 
enable the. Treasury to enforce its | 
interest rate desires would require | 
that the Federal Reserve Banks | 
buy a very substantial amount of | 
Certificates. 
| 
Effect on Money Supply 

Obviously the continuing pur- 
chase by the Federal of large)! 
blocks of Treasury securities pure- 
ly in support of Treasury interest 
rate policy is a most effective | 
cause of increase in the money | 
supply (via bank deposits). Yet, | 
if the Federal Reserve Bank re- | 
fused to purchase these securities | 
we would be faced with one or| 
two alternatives—the liquidity of 
the market would be destroyed or 
the rates would rise. The latter, 
under the circumstances, would be 
against the desires of the Treasury 
and would constitute a “break- 
down” of the controls. Things 
could really happen in that event. 
But the controls won’t “break”. 
The best remedy that can be de- 
vised at this moment—and time 
is very short—is to bring more 
natural forces to play in conjunc- 
tion with the control mechanisms 
and a sensible low-rate policy. 
Natural forces would come into 
play if a slight increase in the 
Certificates rate were permitted. 
Inasmuch as the yields on inter- 
mediate Treasury obligations now 
average about 144%, an increase 
in the Certificate rate to 1% 
might be sufficient to cause some 
large banks to confine future pur- 
chases to the Certificate area in- 
stead of selling Certificates and! 
purchasing slightly longer secu- 
rities. Thus some new buyers 
would come into the Certificate 
market and some portion of the 
Federal Reserve price support 
open market purchases would be 
avoided. We would have substi- 
tuted some commercial bank buy- 
ing for Federal Reserve buying 
and thereby have reduced the in- 
crease in the money supply. 

It should be easy to see that the 
danger is not confined, however, 
to the expansion which takes 
place in bank deposits purely as 
a result of Treasury security pur- 
chases. We already have the banks 
stepping aggressively into other 
investment fields. There have 
been many public statements made 
to the effect that it is up to the 
banking system to provide the 
necessary credit to reconversion, 
etc., but at the bottom of the 
whole thing lies the necessity of 
the Federal to buy securities in 
support of the Treasury interest 
pattern. The Treasury’ decision, 
i.e. whether it tries to enforce 
lower rates or whether the Treas- 
ury seeks the cooperation of nat- 
ural forces by permitting a slight 
increase in the short-term rate is 
of the utmost importance. 


I do not wish to be misunder- 
stood. I believe that the supply 
of investment securities available 
for long-term investors will be 
inadequate to their needs regard- 
less of the decision on short-term 
rates unless the Treasury is will- 
ing to refund an adequate portion 
of its short-term securities into 
longer term bonds. In _ other 
words, unless the Treasury adopts 
such a policy (and at the moment 
it seems quite unlikely), then an 
increase in the short-term rate 
would not necessarily offer hope 
that the Treasury long-term rate 
will remain on a 212% basis. 


Probable Increase in Bank Bond 
Holdings 

We have one other side of the 
picture. This concerns the Gov- 
ernment security holdings of other 
than the commercial banks and 
nom-bank financial institutions. In 
other words, the holdings of busi- 








ness corporations, partnerships, 





These holdings 
represent the _ anti-inflation 
achievement of the war finan- 
cings. It is hoped that the bulk 
of these will continue to be held 
by these investors. It is recog- 
nized, however, that some sub- 
stantial portion of them will come 
into the market as consumer goods 
become available and as business 
has better use for its funds. The 
exchange of these securities for 
cash or bank deposits will not 
change the total liquid assets of 
the country, but it will change 
the money supply, insofar as the 
latter is measured in terms of 
bank deposits and currency be- 
cause if these securities are re- 
deemed in any substantial sum 
the only available buyers are the 
commercial banks. 

The following few figures may 
be of interest in connection with 
the future transfer of this debt. 
For the first six months of the 
1946 fiscal year the Treasury daily 
statement shows that there was 
a net redemption of Savings Notes 


individuals. etc. 


| of 1.8 billions. This compares with 


net sales during the first six 
months of the fiscal year 1945 of 
280 millions. In Savings Bonds 
the net sales for the 1946 period 
were 2.4 billions compared with 
5.6 billions. The combined result 
was that in the first six months of 
the 1946 fiscal year the Treasury 
received net from sales of Savings 
Notes, Bonds and Stamps about 
500 million dollars whereas in the 
previous comparable period it had 
received 5.9 billions. Perhaps that 
gives some idea of the changing 
attitude of these non-bank buyers 
even though consumer goods, etc. 
have not yet come out in any vol- 
ume. 

It should be obvious, however, 
that as long as the Federal Re- 
serve System has to maintain 
adequate reserves for Member 
Banks is support of a Treasury in- 
Lerest rate policy, then these open 
market operations open up the 
prospects for a substantial in- 
crease in the money supply. Fur- 
ther, that these reserves, by virtue 
of the mechanics of the controls, 
are available not only for pur- 
chases of Government securities 
but are there for an expansion of 
loans and other investments as 
well. The decisions which will 
shortly be made with respect to 
the peacetime policies of the Gov- 


ernment for debt management, 
will have, therefore, a material 
effect on the future supply of 
money. 

During the war period then 


Secretary Morgenthau stated that 
the Treasury was on a 24-hour 
basis. Let us hope, as the Treas- 
ury plans for the next 24 years 
or longer that it adopts policies 
which will not serve to substan- 
tially increase our money supply 
because the operations feed upon 
themselves. One control requires 
modification, then supplementa- 
tion. then further strengthening 
until finally we may find we are 
the ones who have fulfilled the 
announced goal of the British 
Labor Party, i.e. that ‘finance” 
should be “the servant of the 
community” guided and _ bossed, 
of course, by the politicians in of- 
fice. If the Federal Government 
is forced to expand its control 
operations in any such unlimited 
fashion then we will have trans- 
ferred our economic and social 


system from that of free enter- 
prise to that of State Socialism. 


Equitable Securities 
Promotes Peterson 
And Sullivan 


E. Norman Peterson has been 
elected first vice-president in 
New York of the Equitable Secur- 
ities Corporation, Nashville. A. A, 
Sullivan has been elected assist- 
ant vice-president. Both have 
been with the New York office 
at 2 Wall Street for many years. 
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— By JOHN T. CHIPPENDALE, JR, — 


A substantial demand continues to exist for the long-term 242s 
and despite minor interruptions, the market has a good tone and 
still seems to be appreciation-minded. With cash balances 
almost $25,000,000,000, and Federal expenditures decreasing rapidly, 
it may be that the Treasury will not have to raise new money for 
well over a year. . . . This, along with the feeling that the Govern- 
ment will refund maturing obligations almost entirely with cer- 
tificates and bills, has created a great demand for the longer-term 
obligations. . . . This demand has resulted in a scarcity of offerings 
of the restricted 242s which have been moving ahead at a very rapid 
pace. Unless something is done by the Treasury to clarify 
prevailing opinions in the market, speculative positions in these obli- 
gations will continue to expand. ... 


The holders of the restricted bonds believe that the Govern- 
ment will continue to refinance maturing issues with low-coupon 
obligations which will mean a greater demand for outstanding 
securities from savings banks and insurance companies, and as a 
result they will get higher prices for their current holdings... . 
Purchases have been made recently in the last two maturities of 
the restricted bonds, with the prediction that they will be sold 
above 105 in the not too distant future... . 


SUPPLY ASSURANCE NEEDED 


What is needed in the market is assurance that there will be an 
adequate supply of long-term obligations. . Although there is a 
large demand for the long 242s, part of the recent purchases of these 
bonds has been for speculative purposes, with bank credit, which 
would disappear rather rapidly with the knowledge that an increasing 
amount of these securities would be available. . . 








It seems as though it would be much more desirable to 
liquidate speculative positions at these prices rather than at 
higher levels, when the market would be more vulnerable and 
stabilization much more of a problem. .. . Also to the extent 
that bank holdings of certificates are replaced by sales of long- 
term issues to non-bank investors, the Treasury would be making 
a start toward contracting inflated bank deposits. 


CONFERENCES IN PROGRESS 


Undoubtedly there will be important announcements out of 
Washington in the very near future, since conferences on future 
financing policies are now being held. . While it is not possible 
to forecast what this policy may be, there are conclusions that can 
be reached based on the pattern of financing that will be adopted.... 
If there is a continuation of the program of financing maturing and 
called issues with short-term low-coupon obligations, then there will 
be a further spurt in prices of intermediate and long-term bonds. . 
Should there be some long-term obligations in the financing program, 
then there will be a tendency for the market to stabilize or even 
move slightly lower from prevailing prices. . There might even 
be some minor selling of the bank eligible issues by the non-banking 
institutions. ... 


THE MONEY SUPPLY 


Money in circulation declined $530,000,000 during the three 
weeks ended Jan. 16. Before the war it was normal for cur- 
rency to flow back to the banks after the Christmas holidays. .. . 
In the war years, however, demand for currency increased so rapidly 
that this did not occur. Now there is good reason to believe 
that the post-holiday contraction of currency in circulation will 
continue for some time to come. . . Heavy deposits of cash in the 
banks merely expand bank deposits, so that the total money supply 
will remain unchanged. 


But when the banks in turn deposit thts surplus currency in 
the Reserve Banks, excess reserves will be expanded, so that 
important consequences will follow in the banking system. .. . 
Unless steps are taken to eliminate additional excess reserves, 
the pressure of funds on the bond market will increase and 
interest rates will tend to decline further. . . . 


To prevent this, the Reserve Banks should reduce their holdings 
of Government securities. . . . They can readily do this by refraining 
from replacing some of their present holdings of certificates and 
notes as they mature. . They can also revise their open market 
operations and sell some of their present issues, as ine currency 
comes back to the banks. , 


VICTORY LOAN TOTALS 


Total subscriptions to the Victory Loan aggregated $21,114,000,- 
C00, with a grand total of $22,540,000,000 being realized. The 
latter figure includes $1,396,000,000 of purchases of obligations that 
were considered to be outside of the drive and were not counted in 
the loan totals. Sales of marketable issues as reported by 
Secretary of the Treasury Vinson were as follows: 


Treasury—2'42%, due Dec. 15, 1967/72— 


1) Bought by “Other Investors” $9,819,000,000 





2) Bought by Commercial Banks______...._____ 853,000,000 

3) Bought by Treasury Investment Accounts___- 1,017,000,000 

i BF $11,689,000,000 
Treasury—244%, due Dec. 15, 1959/62— 

1) Bought by “Other Investors”______.__________ $3,045,000,000 

2) Bought by Commercial Banks_______________ 423,000,000 





ae ne oo eS oss tee 


Treasury—‘7s% Certificates, due Dec. 1, 1946— 
1) Bought by “Other Investors” 


$3 ,468,000,000 


$3,737,000,000 
30,000,000 


$3 767,000,000 





Total outstanding 





Total marketable securities 


= 


$18,924,000,000 


Figures recently released by the Treasury show that the fear 
of lower coupon rates, smaller amounts of Government financing, as 


— | LONG 
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24s FAVORED 


Purchases of this obligation amounted to $11,689,000,000, or 
more than 50% of the total obtained in the campaign. . . . This 
makes the 24s due Dee. 15, 1967/72, the largest outstanding 
marketable issue, including both the bank eligibles and the 
restricted bonds, . . . It is also the only outstanding obligation 
that is in excess of $11 billion. . . 


The next largest marketable issue to the recently floated 2%s 
is the 2s due Dec. 15, 1952/54. . . . The 2%s due Dec. 15, 1959/62, 
were bought to the extent of $3,468,000,000, which makes this issue 
the smallest of the restricted 24;% obligations. Purchases of 
the 24s due Dec. 15, 1959/62, were about 30% of the amount in- 
vested in the 2%s due Dec. 15, 1962/67. . . 

It is interesting to note that Treasury investment account funds 
were put entirely into the 2%s due Dec. 15, 1967/72. In the 
Seventh War Loan Drive these funds were used to purchase both 
the 24s and 212s, with about 20% of the total being invested in the 
lower coupon obligation. . . : 

Commercial banks bought twice as many 2s as they did 
248s, with the 74% certificates being purchased only in negligible 
amounts as was the case in the Seventh War Loan... . 


Partners Resume at 
Draper, Sears & Co. 


BOSTON, MASS. Draper, Sears 
& Co., 53 State Street, members of 
the New York and Boston Stock 
Exchanges, announce that George 
Draper, Lieutenant-Colonel, AUS; 
Harry W. Besse, Lieutenant-Colo- 
nel, AUS; Charles T. Russell, Jr., 
Lieutenant Commander, USNR; 
Robert H. Jewell, Major, AUS; 
and Casimir deRham, Lieutenant, 
USNR, have resumed their activ- 
ities as general partners of the 
firm. standing 25-year sinking fund 6% 

Of the firm’s nine partners,| debentures, due 1967, on an ex- 
these five served in the armed | change basis of one share of new 
forces during the war for periods | preferred for each $100 principal 


three three-c or 
ang eee pe eng a peo amount of debentures held. The 


months of overseas duty. ‘exchange period expired Jan. 21. 





Southern Union Gas 
Preferred Offered 


An underwriting syndicate 
headed by E. H. Rollins & Sons, 
Inc., made a public offering Jan. 
22 of 12,174 shares of Southern 
Union Gas Co. 444% cumulative 
preferred stock (par $100), at 
$101.50 a share, plus accrued divi- 
dends. 

The shares offered represent 
| the balance of an original issue of 
27,000 shares initially offered to 
holders of the company’s out- 


























Annual 
Law—Vols. 1-4, 1942-1945—New 
York University School of Law, 
Washington Square, New York 3, 
N. Y.—$5.00. 


Industry in Latin America — 
George Wythe—Columbia Univer- 
sity Press, Morningside Heights, 
N. Y.—cloth—$4.00. 


Tax Status of Securities in 
Pennsylvania — Approved list of 
prices of taxable stocks and tax 
free bonds and stocks, including 
bonds on which a refund is paid 
—Union National Bank of Pitts- 
burgh, Pittsburgh, Pa.—paper. 

“Ten Per Cent” Fallacy, The— 
Amos E. Taylor—Carnegie En- 
dowment for International Peace 
—405 West 117th Street, New 
York 27, N. Y.—paper—10¢. 

Your Corporation Taxes, 1946 
Edition—J. K. Lasser—Simon and 
Schuster, New York — paper — 
$2.00. 

Your Income Tax, 1946 Edition 








—J. K. Lasser—Simon and 
Schuster, New York — paper — 
$1.00. 








$6,870,000 


(PHILADELPHIA PLAN) 


approximately $9,176,000. 


MATURITIES AND YIELDS 


1947 0.85 % 1952 1.254 
1948 1.00 1953 1.30 
1949 1.10 1954 1.35 
1950 1.15 1955 1.40 
1951 1.20 1956 1.45 


lawfully offer these securities in such State. 


HALSEY, STUART & CO. Inc. 


OTIS & CO. DEMPSEY & COMPANY 


(INCORPORATED) 


MULLANEY, ROSS & COMPANY 





F.S. YANTIS & CO. 


INCORPORATED 


W. H. NEWBOLD’S SON & COMPANY 


MASON, MORAN & CO. 


PATTERSON, COPELAND & KENDALL, INC. 
Chicago. Definitive Certificates in coupon form in the 


It is expected that Certificates in temporary or 





well as longer intervals between financial operations, resulted in 


very heavy subscriptions to the longest bond offered in the Victory 
Drive... . 


of this date. 


January 23, 1946 








Chicago and North Western Railway Company 
Equipment Trust of 1946 


154% Equipment Trust Certificates 


To be due annually $458,000 on each February 1, 1947 to 1961, inclusive 


To be guaranteed unconditionally as to payment of par value and dividends 
by endorsement by Chicago and North Western Railway 


These Certificates are to be issued under an Agreement to be dated as of February 1, 
1946 which. will provide for the issuance of $6,870,000 par value of Certificates 
to be secured by new standard-gauge railroad equipment, estimated to cost 


Issuance and sale of these Certificates are subject to authorization by the Interstate Commerce Commission. 

volt ¢ 4 — 4 7% ” tig. 1° ° Reng ’ ae ° ° > a 

The Offering Circular may be obtained in any State im which this announcement 15 
"circulated from only such of the undersigned and other dealers as may 


MCDONALD & COMPANY 
THE FIRST CLEVELAND CORPORATION 
NASHVILLE SECURITIES COMPANY 
ALFRED O’GARA & CO. d 

THOMAS & COMPANY 


46. Principal and semi-annual dividends (February 1 and August 1) payable in 
Zo. ne Genet Felts Cattith : denomination of $1,000, registerable as to principal. 


‘ ior to maturity. These Certificates are offered for delivery when as and if received by us. 
= ix citeetel thas Gard Z definitive form will be ready for delivery in Chicago on or 


about February 15, 1946. The information contained herein has been carefully compiled from sources con- 
sidered reliable and while not guaranteed as to completeness or accuracy, 





—— 
ee 


Company. 


an ee 


1957 1.55% | 
1958 1.60 
1959 1.65 
1960 1.70 
1961 


1.75 








we believe it to be correct as 
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Why Loan to Britain Should Be Denied 


sets and the heavy burden the na- their furnishings are urgently re- 


(Continued from page 371) 

of the question of International 
Exchange that the transaction is 
not a loan but a gift; a gift, for 
political purposes, disguised as a 
joan and that .t must be sd con- 
sidered by those who wish to 
speak of things as they are. 

But before entering a more de- 
t2ziled discussion let re say that I 
© not oppose the Proposal be- 
cause of any prejudice against or 
dislike of Great Britain or the 
British. I oppose it because I be- 
lieve it to be harmful to the 
United States and ultimately to 
Great Britain. Moreover I believe 
+ to be harmful to British-Ameri- 
can relations since it means new 
efaults and new recriminations. 
The latter have already com- 
nenced. Technical default upon 
the primary obligation might be 
postponed through waiver of in- 
terest since the annual install- 
ments and interest payments due 
-fter Dec, 31, 1952, apparently by 
cesign, are identical in amount. 
But there is little likelihood that 
sny substantial payment can ever 
be made, The unavoidable default 
upon the loans which followed the 
‘irst war is ample evidence of this 
since the causes of that default 
sre no less operative today. But 
from our side there can be no 
postponement of the profoundly 
sdverse effect of draining off of 
£4,000,000,000 worth of things of 
ealue and the addition of $4,000,- 
000000 of inflation to our already 
inftated medium of exchange. 


I 

We are living in an age of gran- 
ciose illusions. Immutable truths 
are flaunted as lightly as though 
they did not exist. In complete 
disregard of the substance of 
things it is proposed that we erect 
enduring financial and political 
structures of worldwide scope up- 
on foundations no more tangible 
than the pretense that things 
every sensible. person the world 
over knows to be false are true. 
No better illustration of this is to 
be found than in the proposal for 
this pretended loan and _ those 
those which, though unannounced, 
are to follow it. 


As a nation we are now emerg- 
ng greatly weakened from a long 
war. In its prosecution we have 
berne, both our own burden of 
production, , and a great part of 
that of others. The wealth of the 
nation has been shipped abroad 
with a prodigality unknown in hu- 
man history. It will never return. 
Our people, many with apparent 
surprise, now discover themselves 
unable to obtain things heretofore 
abundant and deemed essential or 
if obtainable only of poor quality 
and at shocking prices. Millions of 
families are without homes or 
shelter though no bomb has fallen 
on our shores. Our Government 


informs us that five years of con- 


certed effort and priority of ma- 
terials will be required to provide 
homes for those now homeless. 
These are unpleasant facts and 
might be calculated to give us 
pause. 

We know, Congressman, that 
our forests have been ruthlessly 
ravaged; that our oil reserves 
have been heavily drawn upon; 
that cur mines and minerals have 
been depleted; our soil over- 
cropped; our transport demoral- 
ized; our industrial plant under- 
reaintained; that a quarter of a 
million of our strongest young 
men have been lost; a million 
wevnded; that we face future bur- 
dens_in the care of these, and in 
bonuses for those who served: 
that by reason of changed condi- 
tions in the world we shall be 
obliged to maintain a_ standing 
military establishment greater 
than any heretofore known in our 
history, and greater in anaual 


cost than twice the total amount 

of our pre-war national budget. 
Yet despite this appalling wast- 

age of our physical and human as- 


tion faces in making up for five 
| years of lost time, so painfully il- 
'justrated by the spectacle of five 
million homeless families, there 
are men in high office who assure 
us that there is no need to abate 
the wastage or discontinue the 
| giving away of the nation’s things 
|of value. That we are no less rich 
than before, and that a period of 
boundless prosperity, leisure and 
heppiness is just ahead. Upon 
what do these men base assur- 
alices so contrary to the seeming 
facts and human experience? 

Why, Congressman, upon noth- 
ing more than the fact, indisput- 
able of course, that the Govern- 
ment has printed and distributed 
among the people pieces of paper 
in payment for everything of 
value consumed to date, and upon 
the assumption that it will print 
and distribute additional pieces of 
paper to cover future depletion of 
our store of things of value. 


But yesterday there came to my 
desk from a house of distinction 
engaged in investment analysis, 
the singular statement that these 
pieces of paper, received by the 
people from their Government in 
exchange for materials and 
services during the War and 
preceding it, constitute an “im- 
mense reservoir of liquid wealth.” 
If this paper constitutes an 
“immense reservoir of liquid 
wealth” then, Congressman, what 
is to be said for the stupidity of 
a government which failed to pay 
at least twice as much for every- 
thing as was paid since by this 
wise act our “reservoir of liquid 
wealth” would now be twice as 
large as it is and our political 
benefactions throughout the world 
could be doubled or even tripled. 

This paper, which we are sober- 
ly told constitutes an “immense 
reservoir of liquid wealth” is 
called “Money” or lawful money 
may be secured for it upon de- 
mand. But despite its alluring 
name, Congressman, a magical 
name derived from days when 
money coined from gold or other 
rare metals was a thing of sub- 
stance and intrinsic value, the 
thing the people of the United 
Siates now possess in place of the 
physical things of value destroyed 
or shipped abroad uncompensated 
is of no intrinsic value at all. It is 
paper and nothing else, as any- 
one can observe who will examine 
it. It can be produced in any quan- 
tity at little cost and with great 
speed and is redeemable in noth- 
ing more substantial than more 
paper. And it is no less plain that 
except for the things of value 
within the country for which it 
can be exchanged, things which 
either have been produced or 
which must be produced or cre- 
ated by the people as a whole, it is 
worth no more than any other 
paper of.similar quality. 

And here is the crux of the 
matter. The outstanding or poten- 
tial currency of a country, what- 
ever its nominal or face value, 
constitutes no more than a draft 
against the country’s wealth. It is 
not wealth. It adds nohing to the 
wealth of the country issuing it. 


the wasted or exported wealth of 
its people by issuing them cur- 
rency in payment for it then a 
person can make good his over- 
drawn bank account by drawing 
additional checks against it. Even 
the most optimistic gentlemen of 
our Treasury 
shrink from attempting the latter 
procedure. 


fer to a foreign country of Amer- 
ican things of value, since in es- 
sence it comes to this and nothing 
more. Notwithstanding the wast- 
age in the country’s things of 
value, a wastage apparent on 


every hand and nowhere more ap- 
palling than in respect to homes, 
five million of which with all 





would probably | 


| 
' 


| 


i 
j 


_ It is from this angle that I wish | 
first to discuss the proposed trans- | 


'money changes the situation 





| 


quired to shelter families 
homeless, there are to be exported 
many bilion dollars of physical 
th.ags of value, for the most part 
not yet created but presently to 
be created. In the place of these 
exported things of value the 
American people are to accept 
and incorporate into the already 
inflated volume of their circula- 
tion medium nothing more than 
additienal paper supplied to the 
purchasers by their own govern- 
ment and at its own cost. That 
this additional paper will be called 
money or will be convertible into 
in 
uot the slightest particular. By 
whatever name known it is. paper 


and nothing more. It is not wealth | 


and it is without value save as we 
ourselves place value behind it by 
our production and net accumu- 
lation of things of value, a slow 
and painful process. And it is of 
particular importance that sight 
be not lost of the fact that even 
though he so-called loan were 
paid in 50 years, a clear impossi- 
bility, the result to the present 
generation would be precisely the 
same as though it were never paid 
at all. And since the result is the 
same,-the economic and political 
implications will be the same. 
This generation wil] have trans- 
ferred things of value created and 
accumulated by its effort and sac- 
rifice for nothing more than an 
agreed dollar equivalent of paper 
money inflation, in itself a harm- 
ful thing. An understanding of 
what is proposed can readily be 
had by supposing all the things of 
value of a nation to be assembled 
in warehouses. If from these 
warehouses property was removed 
and printed pieces of paper left in 
their place public outcry would 
not long be delayed. No one could 
be made to believe that these 
pieces of paper, possessing no in- 
trinsic value, were a fair ex- 
change for the useful and desir- 
able product of the nation’s labor. 


II 


Like persons, Governments may, 
and often do, postpone the day of 
reckoning for their financial fol- 
lies. The spendthrift, his very ex- 
penditures giving false appearance 
of prosperity, may extend the 
period of his profligacy over many 
years, the term being limited only 
by the size of his wasting for- 
tune and the character of his 
credit. A government may prac- 
tice every fiscal folly and for a 
time, like the spendthrift, give ap- 
pearance of prosperity. But for 
either the end is the same. This is 
as certain as the mathematical 
formula that two taken from two 
leaves but zero. 


The process by which govern- 
ments finance their follies and 
secretly consume the savings of 
their citizens is that of monetary 
inflation. It is not a modern in- 
vention. In ancient days, before 
discovery of the art of printing, 
inflations took the form of coinage 
debasement. Printing has simpli- 
fied the practice. The government 
of today has but to withdraw gold 
from circulation and make indi- 


If a Government can make good vidual holding of gold a crime. 


Then, proceeding upon a printed 
money basis, public spending is in 
actuality limited only by the 
speed of the presses, the consum- 
able wealth of those. who have 
saved. True, the outcries of those 
who understand the practice and 
foresee the inevitable disaster im- 
pending, tend to slow the process. 
But only a determined and honest 
government can stop it. 
Governments engaged in the 
spoliation of their citizens through 
inflation do not admit their prac- 
tices to be of evil consequence. 
On the contrary they defend and 
justify them, and, when called to 
account by those determined to 
speak the truth, proclaim each 
succeeding inflationary issue to be 
actuated by the noblest of mo- 


now 


\tives. They lull the people with 
explanations pointing out that, 
while inflations generally are 
'evil. their own particular acts of 
inflation are exceptions to the 
| rule, and beneficial; that while 
previous inflations have passed 
out of control theirs will be held 
rigidly in check. These explana- 
tions and assurances are accepted 
by the mass of the people until 
by the disastrous consequences 


} 


not infrequently overthrow the 
government itself. It was clear 
understanding of this that brought 
from Lenin his famous aphorism 


about the overthrow of a capital- 
istic society was to be found than 
that of inflating its currency. 
For almost 15 years our Gov- 
ernment has been following the 
course of the spendthrift. By 
plausible explanation of each suc- 
cessive act; by qualification and 
evasion as well as by gross de- 
ception, the fears of the people 
have been quieted or overcome. 
Put even the least informed can 
now see that the day of inevitable 


currency and credit and convert- 
ible obligations are grossly inflat- 
ed, and vast new inflations are 
being seriously considered. With- 
in a period during which our na- 
tional wealth has been shrinking 
through the wastage of war and 
uncompensated exports, the de- 
posits in banks have in many in- 
stances quadrupled. The currency 
i: circulation has increased out of 


ligations, the 
which is being supported by it, an 
evil practice which must continue 
if our banking system is to stand, 


clear are the signs that those who 
promoted and advocated these 
ruinous fiscal policies are them- 
selves now filled with alarm, and 


due for materials 
Observing these appeals to fall on 
deaf ears, since the fears the ap- 
peals arouse themselves promote 


rency, these men search for means 
and schemes to control the forces 
they have set in motion. Of those 
advocated and now being tried not 
one is new. All have been repeat- 
edly tried and without, success by 


than our own. The history of in- 
flation, as well as consideration of 
the nature and habits of man, dis- 
ciose their utter futility. 


For a government to temporar- 
ily deceive its people by the 


all savings and accumulations 
payable in dollars is_ secretly 
filched from its owners, large or 
small, is not difficult, as history 
proves, since under pressure of 
floods of new money a= short 
period of false prosperity ensues. 


But to devitalize issued 
outstanding n-oney by laws or reg- 
ulations intended to render it un- 


needs go no farther than an exam- 
ination of the great European in- 
flations of the ’20’s with their fu- 
tile attempts at control If further 
proof is required an examinaion 
ef the two great inflations of 
France during the Eighteenth 


studies amply sustain the melan- 
choly proverb that history teaches 
but one thing, which is that from 
history, mankind learns nothing. 


But irrespective of the impos- 


spite the confident hope of ignor- 
ant or ill-informed persons how- 
ever well or ill-intentioned, it is 
but a shabby pretense to assert 





| flation. Price control ‘s at best but 
a futile atiack upon the symptoms 





that no better method of bringing | 


reckoning is close at hand. Our | 


market price of | 


are approaching $300 billions. So | 


in public addresses and paid ad- | © egitim yt = $ 
vertisements urge the people not | ¥074 the nation’s normal commer- 
to spend the money they them-_| cial requirements. The word “in- 


Aap i flation” i inti 4 
selves as officials of Government | ct is descriptive of the con 
have paid them as their honest | @ 0?” 


and services | purchasing medium, and not of 


the spending of the suspected cur- | 


| of inflation and not upon inflation 


apparent on every side the truth is | 
forced upon them. They then turn | 
in fury against those in office and | 








' 
| 


itselj. Yet, so low is public com- 
prehension of the true nature of 
monetary inflation, that the press 
and the air are daily filled with 
eurnest comment respecting the 
urgent necessity of “price control 
to prevent inflation.” Andseit is an 
unhappy commentary upon the 
national intelligence that often 
the very persons in our Treasury 
and its collatoral bureaus most 
vocal in demanding measures to 
attack the now patently observ- 
able symptoms of inflation are 
quite as busily engaged in stimu- 
lating and spreading the infection 
itself. While crying out against its 
dangers, they continue without 
end to demand of Congress addi- 
tional inflationary measures. 


All this is as lacking in intelli- 
gence as attempts to control a 
pestilence by treating the symp- 
toms of its victims while deliber- 
ately innoculating them with its 
germs, or to overcome the cold of 
winter by changing the graduation 
oi the thermometer. Those who 
indulge in such practices, and by 
their pretenses lead a credulous 
people to their ruin are but the 
civilized counterpart of the medi- 
c ne men and voodoo doctors of 
primitive peoples. Both act in de- 
fiance of reason and the prétenses 
of one are no more valid than 
those of the other. 

Yet since editors and publicists 
and men in high office in sober 
writing and speech give daily ex- 
piession to the vague belief that 
inflation is somehow to be pre- 
vented by price control I propose 


i ito define and explain, in general 
all reason. The Government’s ob- | P B 


terms without attempting lesser 
qualifications, that dreaded finan- 
cial phenomenon. 


III 
(aj) The economic or financial 
| phenomenon “inflation” occurs 


li when a 





terrified officials no less fright-| 
ened respecting their handiwork | 


practice of inflation, a process by | 
which the value of money and of | 


and. 


| which 


spendable at the will of the owner | 
is impossible. In proof of this one | 


Century should be sufficient. Such | 


sibility of enforcement, and de- | 


government, to cover ex- 
penditures in excess of its reven- 
ues, issues currency or credits be- 


of the country’s inflated 
the higher general price level 
which is the unavoidable conse- 
quence of the practice. 

(b) Higher price levels, while 
the certain results of monetary in- 
ilation, are not the cause of it. 
Governments alone can cause in- 
flation. Inflation brings higher 
prices. Higher prices do not bring 
inflation. Neither will the artifi- 
cial holding down of prices pre- 
vent inflation. 

(c) The rising prices which are 
the centain consequences of mon- 
etary inflation are general. The 
entire price level is affected. For 
this reason it benefits no one and 
harms everyone. Those property 
owners suffering most severely 
are holders of bonds, life insur- 
ance policies, annuities; mort- 
gages, and other instruments of 
credit. This is because the obliga- 
tions they possess are payable in 
a fixed number of dollars and the 
dollar, because of the inflation, is 
being permanently robbed of its 
value. The holders or producers of 
physical things, the prices of 
can be advanced as the 
value of the dollar declines, suffer 
less severely. Salaried workers 
and pensioners whether in private 
or public service suffer severely 
since increases in salaries and 
pensions invariably lag behind the 
advancing cost of living. Infla- 
tions, as shown by the history of 
such phenomena, usually start 
slowly and proceed at a steadily 
accelerating pace. In the end the 
entire population is brought to 
ruin by them. They may be halt- 
ed by the cessation of inflationary 
issues but the outstanding infla- 
tion will continue to affect gen- 
eral price levels and when new 
inflationary issues are emitted 
new price levels will be formed. 

(d) Higher price levels result 


: \from monetary inflation because 
that price controls can prevent in- | 


newly printed dollars are issued 
and placed in circulation by the 
Government without a correspond< 
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! 
ing increase in the nation’s pur- | countries, that the government of | wealth through export trade, since 


chasable wealth and perhaps, as 
in time of war, when a nation’s 
purchasable wealth is actually de- 
cieasing. Most people are un- 
aware of what is happening and 
confusion in public thinking arises 
from failure to observe that the 
total purchasing power of a coun- 
try’s total purchasing medium can 
never be greater than the total 
value of the country’s purchasable 
things and services. It is a princi- 
ple from which there is no escape 
that irrespective of the amount of 
money issued and placed in circu- 
lation by the Government no more 
can be purchased with it than the 
existing purchasable wealth of the 
country. The only exception to 
this rule is gold or metallic coin- 
age which because of its intrinsic 
value as metal may be used for 
purchases abroad. No gold is in 
circulation in the United States. 
The currency of the United States 
is not redeemable in gold, and its 


citizens are forbidden by law to| 


own gold bullion or bars except 
by permission of Government for 
limited industrial use. Small silver 
and base metal coinage is insig- 
nificant ir amount. Thus while in- 
crease in the volume of purchas- 
able things and services will in- 
crease the purchasing power of a 
cuuntry’s purchasing medium ir- 
respective of its face value, in- 
crease in the amount of purchas- 
ing medium or of its face value 
without a corresponding increase 
in purchasable things and services 
increases the prices of things and 
nothing more. 
IV 

No amount of public or private 
sophistry can conceal the fact that 
the circulating medium of the 
United States is now heavily in- 
flated. To even the untrained eye 
the evidences of this inflation are 
everywhere apparent. Black mar- 
kets, which are in fact no more 
than underground free markets, 
flourish. The people do not hesi- 
tate to resort to them. Indeed, so 
apparent are the manifestations of 
our inflated circulation that as al- 
ready stated the Government it- 
self has become chief public 
alarmist and resorts to the press 
and the air to voice its alarm. 


But it cries out only for sup- | 


pression of the symptoms while 
steadily promoting the spread of 
the disease. 

Nor can it be disputed that the 
proposed transaction with Great 
Britain, by whatever name known, 
calls for an additional inflation- 
ary emission of currency 
equivalent in credit of four thou- 
send million dollars the projection 
of which from an already heavily 


nnbalanced base plus the removal | 


of $4 billion of purchasable wealth 
from our national store give it ad- 
ditional inflationary impetus; nor 
is Congress unaware, that as 
though this stupendous act of in- 
fiation were of little consequence, 
the Treasury proposes to follow it 
by far greater emissions of a sim- 
ilar character to cover similar 
transactions with other nations. It 
is the estimate of trained Wash- 
ington observers that the total 
wiil aggregate $20 billion. 


It is therefore clear that Con- | 


gressional approval alone is now 
lacking for a transaction which, 
shorn of its circumlocution, comes 
to this: Foreign Governments, 
both those directly in business and 
those presumably governing coun- 
tries of private enterprise, are to 
to be given United States currency 
or United States credits which 
represent, insofar as our Govern- 
ment is concerned, simon-pure 
paper inflation of our circulating 


or its! 


the people inhabiting their coun- | 


tries throughout .a period of 50 


years will make repayment to the | 


government established here. We 
will have nothing more. 

That such agreements, even 
‘if faithfully kept could have 
'no bearing whatever upon the 
linflationary effects of these 
‘transactions nor lessen _ the 
| shock of these prodigious uncom- 
|pensated removals of property 
|from our shores is plain beyond 
| possibility of dispute. Whatever 
| future generations may on the one 
.side pay or upon the other re- 
ceive will not affect the present. 
Put it ought to be clear enough to 
students of our fiscal policy as 
well as those of our proposed 
Gebtors that the present dollar, 
pound and ruble are not unlikely 
to have gone the way of all cur- 
rency long before that date ar- 
rives. 

One is not unwarrented in be- 
lieving that outsiGe Bedlam jus- 
tification for such a series of 
transactions is not to be found. 


Vv 


In consideration for these acts 
so grossly inflationary, since at 
one and the same time we are to 
inflate our circulating medium by 
billions, while parting with an 
eyuivalent amount of our pur- 
chasable wealth, what is the 
country to receive? Foreign trade, 
it is said. Is foreign trade beyond 
that paid for with the money we 
supply assured? In hopeful theory 
only. Is it written in the contract 
that tariffs and preferential bar- 
riers are to be removed through- 
out the Empire and all other 
countries favored by our benefi- 
cence? The agreement contains no 
such provision. On the contrary it 
is provided that the matter will be 
discussed. If the privilege of free 
entry of our goods into foreign 
lands is extended is it contem- 
plated that we also must grant 
identical privileges for free entry 
of foreign goods into our markets? 
It is. 

It is here, Congressman, that we 
| bad best sit up and take sharp no- 
| tice, for we have now come to the 
very heart of the matter of ex- 
ports. A great cry is on that ex- 
|*ort trade is our = salvation. 
Through shipment of the products 
(of our mjlls and factories to for- 
eign lands, say these enthusiasts 
|} recently converted to an old fal- 
| lacy, the nation will become rich 
) and its people be kept employed. 

| Is this true? Certainly we shall 
not become rich but poor if we 
do no more than ship our wealth 
abroad. We must be paid for it. 
Not only must we be paid for it 
| but that which we receive in pay- 











ment must be of greater value 
than the cost to us of what we 
have sold. Otherwise there can | 


be no profit. Now how shall we be 
puid? Obviously, since there is no 
other, in the one way possible, by 


a return to us of goods and serv- | 


ices of foreign make and origin. 
It is here that we had best give 
thought to the problem of em- 
ployment for our workmen, since 
it is impossible to dispute that a 
thing of foreign make sold upon 
our markets in competition with a 
similar item of home make dis- 
places the domestic item and in so 
doing displaces domestic labor. So 
when We open our markets to the 
foreigner in consideration of the 
opening of his it is not a game of 
take alone but of give and take, 
| and not until our gains are bal- 
; anced against our losses can the 
| value of the policy be determined. 
|But from one unpleasant fact 
ithere can be no escape. Many 





|} ing imports is merely giving our 
wealth away. With that we have 
already had one unhappy experi- 
ence. 

VI 


The grants under discussion are 
justified by their proponents as a 
method of profitably developing 
our export trade which in turn is 
expected to keep our people em- 
ployed and buttress our domestic 
economy. I propose to examine 
these expectations from still an- 
other angle; that of subsidizing 
out of our National Treasury for- 
eign manufacturers engaged both 
at home and abroad in competi- 
tion with our own. The apparent 
amount of the proposed subsidies 
is approximately $20 billion. To 
propose this great levy against our 
own producers in favor of foreign 
governments which are also com- 
peting businesses is strange. It is 
even more strange to propose it as 
a measure for promotion of the 
nation’s trade. Yet the openly an- 
nounced purposes of such grants 
is such subsidization. 


No better method of making 
this plain is to be found than by 
consideration of the case of Rus- 
sia, since the system prevailing 
there is to be followed by many 
others. The Government of Rus- 
sia is the owner and operator of 
all the industry of Russia and the 
producer and exporter of all that 
is produced and exported by that 
country. It fixes the wage of la- 
bor and the price to be paid by 
labor for what it is permitted to 
purchase. It determines what is to 
be imported since as sole retailer 
it is government, importer, and 
retailer in one. It determines what 
is to be exported and at what 
price sold abroad. It is clear that 
to such a government tariffs and 
trade barriers to protect its do- 
mestic markets are meaningless. 
Being the sole buyer from abroad 
it buys what it chooses and de- 
clines all else. Since it is the sole 
exporter it could not be charged 
with the practice of subsidizing 
exports. Great Britain has adopt- 
ed a similar system and is pro- 
ceeding to bring it into practice. 
France is likewise taking over 
French industry as are all the 
Balkan States now under Russian 
suzerainty. 

It is not with the citizens of 
such countries that our manufac- 
turers and producers are to com- 
pete either for foreign trade or 
for our own domestic trade once 
cur home markets are thrown 
open. It is against government-in- 
| business that they must compete. 
And these governments-in-busi- 
; ness are the very governments to 
'which prodigal grants out of our 
| public funds, to be met by deficit 





| financing, are proposed. 

Say those who argue for this 
extraordinary proposal; we _ in- 
tend by these grants to make these 
foreign governments -in -business 
| Strong and thus enable them to 
' purchase heavily from us. That no 
| better plan could be devised for 
sapping the strength and ulti- 
{mately destroying our own pro- 
ducers and manufacturers than to 
inflate their currency and _ tax 
|them in favor of foreign govern- 
ments-in-business, while simul- 
‘taneously throwing open our do- 
'mestic markets to such govern- 
| ments, seems a matter of com- 
plete indifference to these plan- 
| ners. 

In the past subsidizing of our 
|export trade has often been advo- 
cated. Such plans have as often 
| been abandoned because of, the 
determined opposition of foreign 


medium. This currency or these | American industries must be! countries to the admission of sub- 
credits will be exchanged for tan-| ruined in the process that others | sidized goods in competition with 
gible American things of value|may prosper. Our economy has | those produced by their own citi- 
which will be removed from the been built behind walls of pro- zens. Both attitudes can be under- 
country. As a result we shall have, | tection and in the process of tran- | stood; the desire to subsidize ex- 
assuming the estimates of contem- | sition to a free or near free trade | ports and the determination to bar 
plated transactions to be correct,| many now thriving industries and | subsidized imports. Each position 
anward of $20 billion of additional | populous areas must be sacrificed. | is prompted by national self-in- 
inflation and $20 billions less of | Unless we are prepared to meet terest. But who will explain upon 
actual purchasable wealth within | the political and financial reper-|any rational hypothesis the de- 


> > or | 
the country. In a Treasury safe|cussion of such a transition we} mand that a 
repose printed documents|had best abandon our project of ' foreign comp: 


will 
bearing agreements of the debtor 


aitempting to acquire national 


‘ountru subsidize the 
itor of its own citi- 


zens? 


export trade without correspond-4 





VII 


Another angle from which this | 
proposal must be viewed is more | 
nearly political. For the first time 
in our history we are faced with 
the maintenance of a great stand- | 
ing military establishment and 
with peace time compulsory mili- | 
tary training. The cost of this is | 
estimated at $15 billion per year. , 
This prospect we do not face will- | 
ingly but as a matter of forced , 
necessity. Forced by whom? The | 
answer is by the great military 
and naval establishments main- 
tained by others with empires and 
ancient and recent- conquests to 
protect, and hence filled with fear 
and suspicion respecting the de- 
signs of others. It is precisely to 
those who maintain such estab- 
lishments that these prod‘gious | 
grants are to be made. Will it be 
said that by so doing we will not 
help create and maintain the very 
threat that forces us to become a 
militaristic nation against our 
will? Yes, Congressman, I have 
heard the proponents of this 
measure say “But our grants are 
to be used for no such purpose.” 
I shall not assume that any adult 
person is to be taken in by sug- 
gestions such as these. These grants 
mean that the products of our 
mines and fields and mills and 
factories are to be made available 
to foreign governments to the ex- 
tent of perhaps $20 billion, and | 
admittedly for no payment what- 
soever, insofar as the present 
generation within either country 
is concerned. By so placing our 
mills and factories, our labor and 
our’ natural resources at the un- 
compensated disposal of foreign 
States we release the labor re- 
sources of such States to whatever 
purpose they may choose. It would 
seem that public folly could go no 





creasing military establishments 
make necessary our own. 

In short, Congressmen, as a 
method of enriching the country 
and promoting its commerce these 
men propose that our people be 
deceived into exchanging created 
things of value for paper which 
represents pure inflation of our 
circulating medium and nothing 
more, paper to be printed and 
supplied by ourselves to the pur- 
chasers: that such created things 
of value be severed from our na- 
tional store and shipped to foreign 
governments-in-business w hic h, 
thus subsidized, will be given ac- 
cess to our markets in exchange 
for a meaningless entrance into 
theirs. And as a means of pre- 
serving the world’s peace and in- 
suring our national safety they 
propose that from the already se- 
riously diminished wealth of the 
nation gifts more prodigal than 
any heretofore known to man be 
made to those whose armies and 
war establishments and imperial 
ambitions constitute the only 
threat to our own safety or the 
world’s peace. They would en- 
rich their country by giving away 
its wealth; they would promote 
the prosperity of its farmers and 
manufacturers by _ subsidizing 


, their foreign competitors; and to 
_insure its peace and safety they 


would make prodigal gifts to 
those whose military establish- 
ments constitute our only danger. 

My excuse for presuming to 
write you at such length is the 
apprehension I feel for the coun- 
try, an apprehension aroused’ by 
the nearly uniform prediction on 
the part of Washington observers 
that this measure and others of 
similar import will be forced 
through Congress. If such meas- 
ures, under existing circum- 





farther. 
VIII 


Mr. Lincoln once said that if our 
nation perishes the causes will be 
internal and not external. The 
truth of his prediction -seems 
about to be demonstrated. 

We are importuned by men in 
high position to follow a course, 
which, while baffling comprehen- 
sion and defying reason, leads to 
national ruin. 

Their proposals come to this: 


While demanding of the country | 
unparalleled taxation; abstention | 
from spending though money was 
never so plentiful; and speedup of 
of production, all to combat the 
rapidly mounting inflation, they 
call upon Congress for legislation 
to enable foreign governments to ! 
enter our markets when and/ 
where they will and buy for re- . 
moval almost unlimited quanti- | 
ties of the nation’s already short- 
ened stock of things of value, to 
be paid for with that, which, (sup- 
plied by us) constitutes no more 
than addtional inflation. Lest the 
people become idle they propose 
that they be set at the task of cre- 
ating things of value desperately 
needed at home to be immediaely 
sent abroad in exchange for a pre- 
arranged number of our own irre- 
deemable pieces of paper. And in 
making this demand they do not 
conceal the fact that for this un- 
parelleled personal sacrifice on 
the part of those now living there 
is, as to those making it, to be 
no return. 

While protesting their desire to 
aid domestic recovery these lead- 
ers arrange and defend plans to 
throw open our home markets to 
governments-in-business which 
are to be the recipients of gifts 
staggering in amount, and they 
are either quite oblivious or quite 
indifferent to the fact that their 
proposals result in exaction of 
levies against domestic business 
to be handed over as subsidies to 
its invading competitors. 


While demanding of our people 
financial and spiritual sacrifices 
for a standing military establish- 
ment and universal peace-time 
training, a thing heretofore un- 
known to us, they propose im-| 
mense gifts by way of aid and 
reinforcement to 
ments whose great and ever in- 


i 





! 
i 


those govern- | 


stances, are passed what hope can 


‘longer be entertained that the 


‘ruinous policy of inflation we are 
.now embarked upon can ever be 
stopped? 


‘First Boston-Blyth 





Group Offers Dallas 


Railway Common Stock 


The First Boston Corp. and 
Blyth & Co., Inc., jointly headed 
an underwriting group which of- 
fered to the public Jan. 23 162.500 
shares of Dallas Railway & Ter- 
minal Co. (par $20) common stock 
at $23.25 per share. The shares, 
constituting all of the outstanding 
common stock of the company, 


| were awarded to the group Jan. 


21 at competitive bidding at 


$21.649 per share. 


Proceeds of the sale will go to 
Electric Power & Light Corp., 
which, as the parent company, 
owned all of the outstanding stock 
of Dallas Railway & Terminal. In 
consequence of the sale the com- 
pany will cease to be either a 
subsidiary or an affiliate of Elec- 
tric Power & Light Corporation. 

Dallas Railway & Terminal pro- 
vides local electric street railway 
and motor coach service in Dallas, 
Texas, and vicinity. In addition 
the company owns an eight-story 
office building in Dallas, a part 
of which is equipped as a modern 
terminal station. 

Operating revenues: of Dallas 
Railway & Terminal for the 12 
months ended Oct. 31, 1945, 
amounted to $6,633,052 and net 
income was $961,049. 

Directors of the company at a 
meeting held on Jan. 10, 1946, de- 
clared a dividend of $56,875 on 
the common stock payable Jan. 15, 
1946. Dividends aggregating $227,- 
500 were paid on the old $100 par 
common stock in 1945. 


Dahlberg Now Proprietor 

TUCSON, ARIZ.—Francis J. 
Stone having retired from the 
firm, Henry E. Dahlberg is now 
sole proprietor of Henry Dahl- 
berg & Co., 11 East Pennington 
Street. 








oe ec at 






























































ee oi ee A il i ee 

















































































































































































































































































































































































418 


THE COMMERCIAL & FINANCIAL CHRONICLE 


Thursday, January 24, 1946 








Bank Portfolio Management 


Under Current Conditio 


(Continued from page 372) 


of purchases and sales of the se- 
curities held in each Account. 

The Secondary Reserve Account 
should consist of high-grade, 
readily marketable securities ma- 
turing within two years, bankers’ 
acceptances and prime commer- 
cial paper. Its function should be 
to provide funds needed from in- 
vestments to meet declines in de- 
posits and increases in loans, with 
a@ fair rate of return consistent 
with the ready availability of the 
funds represented. 


The Investment Account should 
consist of all other securities held 
by the bank. Its function should 
be to provide income and to sup- 
plement the Secondary Reserve 
Account by supplying any addi- 
tional funds that may be needed 
to meet declines in deposits and 
increases in loans. 

The term Primary Reserve Ac- 
count usually refers to cash on 
hand and balances due from 
banks. But that Account does not 
fall within the scope of this 
paper. In considering basic in- 
vestment policy we are here con- 
cerned with only the Secondary 
Reserve Account and the Invest- 
ment Account. 


Secondary Reserve Account 


In the management of the Sec- 
ondary Reserve Account the im- 
portance of its size cannot be 
overestimated. If it is larger than 
needed over the years it will pe- 
nalize earnings. If it is smaller 
than needed it may lead to losses 
through having to liquidate long- 
er term investments in unfavor- 
able markets at depressed prices. 
There is no accurate way to de- 
termine its correct size, but con- 
stant vigilance, good judgment 
and careful estimates can do 
mich to make it approximate 
what is desirable. 

The estimates required are: 
first, a deposit minimum, i. e., the 
level to which deposits may de- 
cline, within a given period of 
time, assuming a sustained and 
drastic decline in deposits; and, 
secondly, a loan maximum, i.e., 
the level to which loans may ad- 
vance, within the same period of 
time, assuming the maximum 

robable demand from customers. 
n selecting the period of time to 
consider, my preference is for two 
years. It measurés the life of the 
longest investment deemed suit- 
able for Secondary Reserves. It 
is short enough to be within the 
realm of reasonable appraisal and 
yet long enough to allow for a 
major decline in deposits and in- 
crease in loans. 


To estimate the levels to which 
deposits may decline and loans 
advance, within the next two 
years, a bank’s deposit and loan 
experience should be considered, 
with due regard to recent and 
prospective developments which 
might suggest greater or smaller 
movements in the near future 
than indicated by experience. 


Charts of deposit and loan 
movements covering ten or more 
years for the bank in question, 
and for banks generally for com- 
parative purposes, will aid in vis- 
ualizing what has happened and 
what may happen. In the last 
analysis, however, it is the judg- 
ment of the officers in the bank 
concerned that should determine 

*jts deposit minimum and loan 
maximum. 


Once the deposit minimum and 
the loan maximum have been 
fixed, the aggregate amount of 
funds that should. be employed in 
the Secondary Reserve Account 
can be determined as follows: ° 

1. Compute the difference be- 
tween current and the es- 
tablished deposit minimum and 
the difference between current 
loams and the established loan 
maximum. The total of these dif- 


ferences represents the amount of 
declines in deposits and increases 
in loans for which provision 
should be made. 

2. From this total subtract the 
smount due from banks in excess 
of legal reserves and the amount 
of legal reserves that would be 
realized ia the event of a decline 
in deposits to the established de- 
posit minimum. The resulting bal- 
ance represents the amount .re- 
quired in Secondary Reserves. 


Maturity distribution and qual- 
ity of investments in the Second- 
ary Reserve Account call for no 
discussion here zs they are lim- 
ited by definition to obligations 
of high quality and ready mar- 
ketability maturing within two 
years. Diversification by obligor 
is important but less so than in 
the Investment Account, in deal- 
ing with which sound principles 
of such diversification will be 
discussed. 

Proper timing of purchases and 
sales in the Secondary Reserve 
Account may be divided into 
those which represent day-to-day 
transactions in response to deposit 
and loan movements, and those 
that are undertaken after reap- 
praising the needs for such in- 
vestments to meet declines in de- 
posits and increases in loans. 


As funds become available for 
the purchase of securities as the 
result of day-to-day increases in 
deposits and repayment of loans, 
they should be employed prompt- 
ly in Secondary Reserve Account 
investments, thus raising the total 
in the Account. 


As invested funds are needed to 
meet day-to-day declines in de- 
posits and increases in loans, they 
should be provided promptly by 
liquidating Secondary Reserve 
Account -investments. Conceiv- 
ably this might result, at some 
time, in completely eliminating 
all such investments. But, if that 
should happen, it should not ne- 
cessarily be a cause for worry. 
The investments in the Secondary 
Reserve Account are reserves, as 
the name implies, and are held to 
meet such contingencies. They 
should be so used when needed. 
Not to do so in an effort to main- 
tain a pattern of maturity dis- 
tribution to which a bank has be- 
come accustomed will normally 
penalize income and lead to the 
unsound practice of making 
changes in longer term invest- 
ments in response to current 
changes in deposits and loans. 


Increases or reductions in the 
amount of Secondary Reserve in- 
vestments not resulting from day- 
to-day deposit and loan move- 
ments should be made only after 
appraisals of the amount needed 
in the Account. These appraisals 
should be made not less frequent- 
ly than quarterly. Whenever it is 
found that the Secondary Reserve 
Account should be increased, ac- 
tion to that end should be taken 
promptly with proceeds from the 
sale of securities held in the In- 
vestment Account. Contrariwise, 
whenever it is found that the Sec- 
ondary Reserve Account is larger 
than needed, consideration should 
be given promptly to reducing the 
amount to that needed, with a 
corresponding increase in secur- 
ities held in the Investment Ac- 
count. 

Investment Account 


The Investment Account, which 
consists of all securities not held 
in the Secondary Reserve Ac- 
count, presents more problems 
with respect to maturity distribu- 
tion, quality, diversification, and 
timing of purchases and sales. 

Maturity Distribution: Let us 
first take up the question of ma- 
turity distribution. Since the 





amount of funds that should be 
held.to meet possible declines in 
deposits and increases in loans 


{cannot be determined accurately, 
additional amounts of securities 
Should be available for this pur- 
‘pose. This can be accomplished 
| by having a portion of the In- 
| vestment Account invested in se- 
|curities with a maturity of two to 
five years. Such holdings should 
be in an amount sufficient to 
provide a good margin of safety 
to meet declines in deposits and 
increases in loans, over and above 
that provided for in the Second- 
ary Reserve Account. 


The balance of the securities 
held in the Investment Account 
should represent investments 
which the bank believes it can 
and would be willing to hold to 
maturity or near to maturity. This 
qualification is important. It not 
only refers to individual issues 
maturing in more than five years 
but also to the aggregate amount 
of such issues and the longest 
term issue that may be held. Ma- 
turities up to ten years have been 
regarded as appropriate for bank 
investment by the banking and 
monetary authorities. However, 
there appears no reason why a 
bank should not buy longer ma- 
turities, provided those respons- 
ible for the bank’s investments 
fee] comfortable with longer ma- 
turities and will not be unduly 
disturbed if such securities at 
times show book losses. 

Within these maturity group- 
ings, that is, two to five years and 
over five years, maturity distribu- 
tion by calendar years is a matter 
of some but not too great impor- 
tance and becomes progressively 
less important the longer the ma- 
turities involved. Certainly no 
arbitrary pattern, theoretically 
desirable, should be set and ad- 
hered to which would unduly re- 
duce income or which would ne- 
cessitate an impairment of. qual- 
ity. 

In the last analysis, a suitable 
maturity distribution for a given 
bank is one that fits its individual 
needs. There is no one pattern 
that fits the needs of all banks at 
any given time, or any one bank 
at all times. 

Quality-of Investments: Taking 
up next the matter of quality, it 
is very essential that the secur- 
ities maturing in two to five 
years which are held in the In- 
vestment Account as an added 
margin of safety to meet declines 
in deposits and increases in loans, 
should be of high quality. Lower 
grade issues should not be held 


ford assurance of the degree of 
price stability desired. 


The bulk of investments matur- 
ing in more than five years 
should be high in quality. But 
some issues of good quality, as 
distinct’ from high quality, may 
properly be included provided the 
bank knows well what it is buy- 
ing and its capital funds or re- 
serves are sufficiently large to 
effect, without embarrassment, 
the write-downs or charge-offs 
that may be necessary. 


The highest quality in invest- 
ments is to be found in U. S. 
Government obligations. They in- 
volve no credit risk, if credit risk 
is defined as the ability of the 
borrower to obtain the currency 
needed to meet interest and prin- 
cipal payments when due. Bar- 
ring developments that would 
cause such bonds to be offered 
in volume far in excess of the 
public demand for them, or the 
willingness of Federal Reserve 
Banks to acquire them at prevail- 
ing prices, such bo..." may be ex- 
pected to move largety ‘with in- 
terest rates. ‘ 

The lowest quality bonds which 
a bank should consider buying 
are those of the type rated Baa. 
They involve a very considerable 
credit risk which may not be so 
apparent when business is good 
but which may become all too 
evident in periods of business de- 
pression. Then, borids of this 


type may depreciate materially in 
price no matter how low interest 
rates may be at the time. 





for this purpose as they do not af- |. 


Diversification by Obligor: The | 


principle of diversification by 
obligor is eminently sound, but 
in practice it is often carried to 
extremes which result in induc- 
ing carelessness (because of rela- 
tively small sums of money in- 
volved), averaging down quality, 
and building up portfolios in 
which the number of items is so 
large as to preclude the kind of 
careful watching so essential to 
successful portfolio management. 

In considering the need for 
diversification it should be re- 
membered™that the higher the 
grade of obligations held the less 
the need f6® diversification, with 
the lower the grade the greater 
the need fo¥*diversification. 

No limit Heed be put on the 
amount of @*bank’s funds that 
may be inveStéd in U. S. Govern- 
ment bonds because their price 
fluctuations are likely to be less 
than in the case of other bonds of 
similar maturity. and holders are 
assured of recefVing interest and 
principal when dye. On the other 
hand, if any bonds of Baa type 
are bought, not only should the 
total amount of migney invested in 
such bonds be limited, but the 
amount invested in any one issue 
should be relatively small. 


Timing of Purchases and Sales: 
We come now to the proper tim- 
ing of purchases and sales. 

After each appraisal of the 
amount of securities needed in 
the Secondary Reserve Account, 
the amount of securities held in 
the Investment Account which 
mature in two to five years should 
be considered. If the total is 
deemed to provide a smaller ad- 


ditional margin of safety than 
wéeded for meeting declines in 
deposits and increases in loans, 


the total should be promptly in- 
creased to the amount needed. If 
it.is more than the amount need- 
ed, consideration should be given 
promptly to reducing the total to 
the amount needed. 

The proper time to buy highest 
grade securities maturing in more 
ihan five years is when they are 
wanted and funds. are available 
for. the purpose. Delay, with the 
idea of investing at some later 
date at lower prices, may cost 
more than can be gained if the 
expected decline is long deferred 
or is of only minor proportions. 
When will the decline occur? 
How far will the decline go? 
These are questions of great per- 
tinency--which should be an- 
swered very specifically. 
““Again, in the case of highest 
grade securities maturing in more 
than five years it is questionable 
if they should ever be sold purely 
because of market conditions. Oc- 
casionally, of course, selling in 
anticipation of a decline in prices 
will pay, but those who make a 
practice of trying to sell highest 
grade issues at high prices, in the 
hope of reinvesting later at lower 
prices, will usually end up by 
losing more than they gain. 

In the case of bonds of the Baa 
type, however, they should only 
be bought when bond prices are 
depressed, or at least are rela- 
tively low, and, if any are held, 
their sale should be considered 
when bond prices are high. 

Between these extremes, high- 
est grade bonds and those of the 
Baa type, are all manner of bonds 
of varying degrees of investment 
merit. As they approach either of 
these extremes they should be so 
treated. In the case of all sub- 
standard bonds, that is, those of 
the type rated lower than Baa, 
sales should be effected whenever 
they can be liquidated at prices 
deemed to reflect their intrinsic 
value. 


To the extent that purchases 
and sales are timed as here called 
for, bank-investing will.be made 
easier, ineome- will be increased 
and .write-offs and - headaches 
avoided... Unfortunately, there are 
too. many”’instances in which such 
tirhing is not observed. This is like- 
ly toprove particularly costly where 





second arid lower grade bonds are 
progressively substituted for 





higher grade securities as bond 
prices advance. The results are 
all too well-known—subsequent 
book losses, charge-offs and head- 
aches. 


Outleok fer Deposits, Loans and 
Interest Rates 


With this basic investment pol- 
icy in mind, the next step, before 
making specific recommendations 
for portfolio management under 
current conditions, is to consider 
the outlook for deposits, loans and 
interest rates. Each bank will be 
affected to some extent by the 
movement of deposits and loans 
generally, and every bank will be 
affected very directly by changes: 
in the level of interest rates. 

In noting what I have to say 
regarding the outlook for de- 
posits, loans and interest rates, a 
word of caution is necessary. My 
views today are based on what I 
know today. Tomorrow will bring 
to light new facts or new devel- 
opments which may call for mod- 
ifications or even reversals in 
these views. At all times those of 
us charged with* investment re- 
sponsibilities should keep an open 
mind, and I know of no better 
way to close one’s mind than by 
dogmatically making or dogmati- 
cally accepting forecasts. 


Deposits 


Since 1900 the deposits of all 
banks in the country have been 
higher as of June 30 than they 
were on the same day of the pre- 
vious year in all but seven of the 
last 45 years; namely, in 1908, 
1921, 1930, 1931, 1932, 1933 ‘and 
in 1938. 

With this history as a back- 
ground, what is the outlook for 
deposits in the next one to two 
years? My answer is that there is 
likely to be an increase in the 
total of bank deposits, but at a 
less rapid rate than in recent 
years. I hold the opinion that de- 
posits will increase because I be- 
lieve that the factors making for 
an increase in deposits over the 
next one or two years are likely 
to exceed those making for a de- 
crease in deposits. 

Factors which would make for 
an increase in deposits, with, of 
course, the opposite types of 
movements making for a de- 
crease, would be: 


The return of currency 
circulation. 

The importation of gold. 

An increase in bdnk loans. 

An increase in bank holdings of 
U. S. Government securities ac- 
quired directly from the Treasury 
or from the public. 


An increase in bank holdings of 
other securities. 


I have no opinions to express as 
to how deposits will move in in- 
dividual communities and _ in- 
dividual banks. That we are go- 
ing to see some far-reaching 
shifts appears almost certain, but 
at this time no one can be sure 
how they will be redistributed. 
Bank officers in each community 
and in each bank should be the 
best judges of the movement of 
their deposits. 


from 


Loans 


In the case of loans, as in de- 
posits, I shall attempt to express 
only a view as to the movement 
of the total for banks generally. 

In my opinion we are likely to 
witness an increase in the volume 
of bank loans over the next one 
to two years but nothing of a 
character to be startling. New 
loans are likely to be offset by - 
the liquidation of a large volume 
of current loans made for the 
purpose of carrying U.S. Govern- 
ment securities. Furthermore, 
the loan total is likely to be held 
down by the ease with which cor- . 
porations can raise funds by sell- 
ing their securities on very fa- 
vorable terms. 

To the extent that loans do in- 
crease, however; banks will cre- — 
ate the required credit and no 
net liquidation in the investment 
portfolios of banks in the aggre- 
gate will be required, except in 
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so far as it may be necessary to 


the first call date only as measur- | 


provide additional legal reserves | 


occasioned by the resultant in- 
crease in deposits. When loans in- 
crease, individual lending banks 
may lose funds, which might re- 
quire the sale of securities, but as 
the funds involved are redepos- 
ited in the banking system, banks 
receiving such deposits will be 
able to add to their security hold- 
ings. 
Interest Rates 

Unfortunately, I feel more con- 
fidence in expressing an opinion 
regarding the outlook for inter- 
est rates. I say unfortunately be- 


cause I believe they are going to | 


remain low for an indefinite pe- 
rio dahead. I am more concerned 
about the possibility of even 
lower rates than about the effect 
on bond prices of any sustained 
advance in interest rates of even 
small proportions. 

As far as I am able to deter- 
mine, over the years immediately 
ahead the demand by banks for 
loans and investme.ts is likely to 
exceed the supply. Furthermore, 


our monetary authorities will be 


more interested in keeping, rates 
low than in seeing them rise, 
principally because any general 
increase: in interest rates would 
almost immediately raise the cost 
of servicing the national debt. 
The ability of our monetary au- 
thorities to keep interest rates 


low rests on the fact that interest 


rates are a function of banking 
reserves. As long as excess re- 
serves exist there is a tendency 
for interest rates to decline. For 
some time these have been aver- 
aging about one billion dollars. 
They could be increased to over 
$35 billion dollars by the Federal 
Reserve Banks without invoking 
any of their extraordinary pow- 


-ers granted for emergencies. And 


with changes in laws, the sky 1s 


‘the limit. 


It is only to be hoped that our 
monetary authorities will appre- 


- ciate the undesirability of further 


lowering rates. To do so would 


‘be to invite grave social conse- 
, quences. 


Suggestions for Portfolio 
Management Under Current 
Conditions 


To the extent there is ready ac- 


_ceptance of the basic investment 
. policy outlined, and there is con- 


currence in the views expressed 
regarding the outlook for interest 
rates, the following suggestions 


. are offered for portfolio manage- 
. ment under current conditions: 


1. Check holdings of high- 
grade, readily marketable, short- 
term securities held to meet de- 


_ clines in deposits and increases in 


loans and if the total is less than 
the amount needed, take prompt 
action to increase the total to the 
amount needed. If, on the other 


. hand, they are in excess of needs, 
‘consider promptly reducing to the 


amount reeded with reinvestment 
of the proceeds in longer term 1s- 


_ gues of the best grade. 


2. Carefully examine holdings 
of securities maturing in more 


' than two years with a view to lig- 
- yidating or earmarking for liq- 


uvidation, all substandard issues 
and all others which it is not de- 
sired to hold to maturity. 

3. Even though corporate secur- 
ities now offer more attractive re- 
turns than VU. S. Government 
bonds. avoid having too large a 
proportion of the investment port- 
folio in corporate issues. Remem- 
ber that fluctuatious in business 
tend to be reflected in the prices 
of corporate bonds as a class, par- 
ticularly those of lower grade. 

4. if corporate issues with dis- 
tant maturity dates are desired 
for bank investment, loo first at 
some of the recent refunding is- 
sues of public utility operating 
companies which are secured by 
first mortgages, protected by wide 
margins of safety in earnings, and 
are still selling at prices below 
those at which they are callable. 

5. Where bonds are redeemable 
prior to maturity and selling near 
their call price, regard the time io 





ing the assured life of the issue. 

6. Avoid progressively lowering 
the grade of securities held. While 
the outlook for business over the 
next few years is favorable, a re- 
cession will inevitably occur and 
will adversely affect the prices of 
lower grade bonds. 

In summary, in this talk+&have 
indicated the need for a basic in- 
vestment volicy and urged the 
maintenance in bank portfolios of 
a supply of high-grade, short-term 
securities sufficient at all times to 
meet estimated declines in depos- 
its and increases in loans. I have 
advocated that short-term securi- 
ties in excess of those needs be. 
sold and the resultant funds be re- 
invested in highest grade, longer 
term securities. Finally, I have 
cautioned against reaching for in- 
come by progressively lowering 
the grade of investments held. 

And now in closing for empha- 
sis, I want to repeat that caution. 
The years ahead are going to be 
difficult ones in portfolio manage- 
ment and the urge to increase in- 
come by substituting lower for 
higher grade issues is going to be 
strong. To the extent we yield to 
that temptation, subsequent trou- 
ble will be invited. In many cases 
capital funds are relatively small 
in relation to deposits but when 
assets consist so largely of highest 
grade bonds, as they do today, 
there need be no cause for con- 
cern. But with any substantial in- 
vestment in lower grade securi- 
ties in relation to the amount of 
capital funds, the situation would 
be very different. Banks are 
strong today and should remain 


strong.’ 
Club 





Philadelphia Bond 
Commitiees Named 


PHILADELPHIA, PA. — Spen- 
cer D. Wright, Jr. of Wright, 
Wood & Co., president of the 
Bond Club of Philadelphia, an- 
nounced the appointment of club 
committees for 1946 as follows:— 

Arrangements Committee: Ed- 
ward M. Fitch, Jr., E. M. Fitch & 
Co., Chairman; George L. Morris, 
Hornblower & Weeks; Elwood W. 
Miller, E. W. & R. C. Miller & 
Co.; J. B. Clement, Jr., W. E. 
Hutton & Co.; Samuel Evans. Jr.; 
C. C. Collings & Co.; Loring Dam, 
Eastman, Dillon & Co.; Henry R. 
Hallowell, Sulzberger & Co.; 
Thoraton C. Pray, Wurts, Dulles 
& Co.; Harry B. Snyder, Yarnall 
& Co., and Pere Wilmer, Stroud 
& Co. 


Attendance Committee: Harry 
D. Brown, Jr., Stroud & Co., 
Chairman; James B. Harper, 


Harper & Turner; Lewis H. Tilge, 
Hemphill, Noyes & Co.; Law- 
rence S. Warren, Reynolds & Ce.; 
William H. Hobson, Jr., Blair & 
Co.; Robert M. Holdworth, Horn- 
blower & Weeks; George J. Our- 
backer, F. J. Young & Co.: Eu- 
gene Arnold, Harriman, Ripley & 
Co.; Samuel N. Kirkland, Jenks, 
Kirkland & Co., and Lewis C. 
Dick, Lewis C. Dick & Co. 


Elective Committee: John C. 
Bogan, Jr., Sheridan, Bogan & 
Co., Chairman: Edward Boyd, Jr., 
Harriman, Ripley & Co.; H. V. B. 
Gallager, Yarnall & Co.; Norbert 
W. Markus, Smith, Barney & Co.; 
and O. J. Matthews, Kidder, Pea- 
body & Co. 

Publicity Committee: R. Con- 
over Miller. E. W. & R. C. Miller 
& Co., Chairman; Kurt J. Hutt- 
linger, F. P. Ristine & Co.. and 
Wallace M. McCurdy, Thayer, 


Baker & Co. 
Be 


RB 
Lester Doyle to 

a 
Pariner in Hardy Go. 

Lester T. Doyle will be admitted 

to partnership in Hardy & Co.. 30 
Broad Street. New York City, 
members of the New York Stock 
Exchange, effective Feb. 1. Mr. 
Doyle has been with the firm for 
some years as manager of the 
stock department. 





The Future of Germany 


(Continued from page 375) 
ited consequence of Nazi crimes. 
It does not, however, contain all 
the elements of a program for the 
Germany of 10 or 15 years hence, 
when the occupation ceases. From 
then on begins our time of danger, 
not today. If we reject the thesis 
of allowing Germany to starve 
down to a purely agricultural 
basis, we must put something Pise 
in its place. 

Here are some of the essential 
points of a more affirmative pol- 
icy. 

While we have rushed to settle 
Germany’s eastern boundaries, we 
are doing little about the even 
more vital western boundaries, 
leaving a condition of continuing 
uncertainty in the very heart of 
Western Europe. We should not 
be surprised at a perfectly natural 
French indignation that we should 
have given the great coal and in- 
dustrial area of Silesia to the 
Poles and appear to be unwilling 
to sit down and study with France 
and our other Allies, some settle- 
ment of the Ruhr problem. With 
Silesia on the one hand- and the 
Ruhr on the other under contin- 
uing non-German supervision and 
control we will have gone two- 
thirds of the way toward the de- 
militarization of Germany. It is 
hard to conceive of Germany 
waging aggressive warfare if de- 
prived of the control of these 
areas. The Ruhr is a German as- 
set which is impressed with a 
truly European interest. Let us 
study it on this basis and this may 
help to furnish a clue to the solu- 
tion of the Rhineland problem. 


De-Nazification 


So far we have arrested over 
100,000 Nazis according to fixed 
and somewhat arbitrary rules fix- 
ing automatic arrest categories. 
General Eisenhower’s recent state- 
ment on our occupation forces in- 
dicates that the over-all total of 
arrests may reach 500,000 in the 
American zone alone. We find 
ourselves in the concentration 
camp business on a large scale. I 
believe in exemplary punishment 
for the Nazis. I do not believe in 
keeping vast numbers of people in 
concentration camps, housed, fed 
and guarded at our expense for an 
indefinite period without trial and 
then some 5 or 10 years hence 
dump them back as a subversive 
element on the German social 
structure. When the Nurnberg 
trials have fixed the principles of 
justice, let us apply those prin- 
ciples to the Nazis whom we have 
arrested according to the evidence 
in each case as a political act and 
as expeditiously as possible. We 
have no machinery to try half a 
million people or even a hundred 
thousand people. 


Reorganization of German 
Political Life 


We should work towards a de- 
centralized German government 
and build ub the local state and 
municipal governments. I am glad 
to see we are proceeding with 
municipal elections as we must 
build politically from the ground 
up, not from the top down. 

Germany should be _ de-Bis- 
marckized and de-Prussianized. 
Rather than create a central gov- 
ernment it would be better to 
start with a central committee of 
representatives from the states or 
subdivisions of the four occupa- 
tion zones (excluding the Polish 
zone). Such a committee under 
Allied military supervision could 
deal with matters of common con- 
cern, such as transportation, com- 
merce, currency and the like. 


We should not be disturbed at, 
in fact we should welcome, a lib- 
eral and leftist-oriented Germany. 


Here and in thé labor unions we 
are likely to fimd the sturdiest 
anti-Nazi elements. 

While the church, both Protes- 
tant and Catholic, may wisely de- 
cide to stay out of German poli- 


tics, the rebuilding of church life 
will be a further bulwark against 
Nazi philosophy. 

Berlin should be eliminated as 
the German capital and in its 
semi-destroyed state left as a 
monument to Frederick the Great, 
Bismarck, the Kaiser and Hitler. 
Berlin is really the capital of 
Prussia, it was never geographic- 
ally or culturally the capital of 
Germany. After the German dem- 
ocratic revolution in 1848, when 
the attempt was made to create a 
democratic confederation, the 
delegates convened in Frankfurt 
and the German democrats, many 
of whom emigrated to this coun- 
try, favored Frankfurt as the Ger- 
man Capital. Possibly Frankfurt is 
not eligible as the Russians might 
quite naturally insist that the cap- 
ital remain in their zone, but Leip- 
zig or some city in this neighbor- 
hood is a possibility. 

Continued unemployment is one 
of the greatest dangers we face 
in Germany. A man out of work 
is a danger in any society. With- 
out some imports of raw materi- 
als it is difficult to see how Ger- 
man industry can continue to pro- 
vide work for the unemployed 
and this is an issue we and our 
Allies will now have to face. The 
circle is a vicious one. Some in- 
dustry is essential to export. Ex- 
port alone can provide the for- 
eign exchange for the necessary 
imports ef food and additional 
raw material. How to break this 
circle is one of the most difficult 
problems Germany will face over 
the next five years. Without some 
imports of food and raw materials 
over these years there’ seems no 
alternative to widespread starva- 
tion and unemployment, political 
unrest and possibly the seeds of a 


philosophy as dangerous as Nazi- 


ism. 
The Refugee Problem 


With millions of refugees com- 
ing from the east and Czechoslo-| fied for 











; continue our 


still present with an occupation 
force. It would be disastrous if we 
should pull out before we have 
had some years of trial of Ger- 
many under German administra- 
tion and under their own leaders. 

Germany today is a leaderless 
mass of disillusioned, semi-embit- 
tered, cold and hungry people. 
They must and should suffer rig- 
orously for their sins, but unless 
we give them some hope for the 
future and place on them the re- 
sponsibility to pull themselves out 
of the chaos they have brought, 
we will have the German prob- 
lem on our hands for generations 
and the need for occupation will 
never end. 

Conclusion 


The future of any state lies with 
its citizens and with the leaders 
to whom they entrust power. Ger- 
many of today is the product of 
Hitler and his criminal gang. Ger- 
many of the future will Rect: 
upon the men who may emerge 
out of the present chaos. Germany 
has been gutted of leaders with 
democratic principles. German 
concentration camps killed hun- 
dreds of thousands of Germans 
as well as other nationalities. 
Many others took refuge abroad 
and have no intention of return- 
ing. After the July 20th putsch 
Hitler liquidated the great major- 
ity of the remaining Germans of 
anti-Nazi convictions of the cali- 
bre to hold government positions 
in a free Germany. German prob- 
lems in the field of economics, of 
food supply, employment, refugee 
resettlement and the like are 
vastly difficult. Their lack of 
leaders of opinion and admin- 
istrators of government is even 
more serious. While we should 

resent licy of 
shifting responsibility for. admin - 
istration onto German shoulders in 
order to find out by trial and er- 
ror what Germans may be quali- 

leadership, we cannot 


vakia this problem is probably too| with safety completely terminate 
big to be added to the other prob-; Our present occupation and our 
lems of UNRRA. Some machinery | right to exercise control until we 
should be set up to get at the, have found leaders to whom we 
basic ¢acts of the numbers in-|can safely entrust the Germany of 


volved and to direct the flow to 
the areas where they can best be 
cared for. In the Potsdam Agree- 
ment we have assumed the basic 
responsibility for the transfers of 
millions of people. They present a 
serious danger to the political life 
of Germany as they will bring 
with them bitterness, starvation 
and disease. 








Our Occupation Force 


No military occupation 


Offers C. & N. W. 


objectives were achieved has ever ‘ 


brought anything but hatred, bit- 
terness and desire for revenge. 
All occupations must end some 
day and the danger period comes 
upon the termination of occupa- 
tion. Obviously we cannot end the 
occupation in the near future but 
as soon as possible we should 
transform present occupation 
forces into small mobile units, 
with adequate aircraft. We should 
remove as much as possibie of our 
occupation forces from the great 
centers of population to avoid the 
dual dangers of fraternization and 
acts of violence, which are inevit- 
able in a country in the desperate 
condition of Germany today. 
When the collapse came the 
Germans were inclined to blame 
their troubles on Hitier and the 
Nazis. Now as they see cur mili- 
tary personnel in complete con- 
trol without our having adequate 
administrative or military per- 
sonnel to cover the whole area 
thoroughly “and efficiently, they 
tend to shift the blame to us and 
this tendency is ever increasire. 
a iteneaaeel 
Let us maintain the striking force 
to act where the Germans fail. 
Let us accelerate the present ef- 
fort to put administrative respon- 
sibility for their troubles on their 
own shoulders. We should shift 


this responsibility while we are 





the future. 


Halsey Stuart Group 





ts 


Halsey, Stuart & Co., Inc. head- 
ed a group that won the award of 
$6,870,000 Chicago and North 


long Western Railway equipment trust 
continued and after the military| of 1946 154% 


Equipment trust 
certificates, maturing $458,000 an- 
nually Feb. 1, 1947 to 1961, in- 
clusive. Re-offering of the cer- 
tificates, subject to Interstate 
Commerce Commission author- 
ization, is being made at prices to 
yield 0.85% to 1.75%, according 
to maturity. 


The certificates, to be issued 
under the Philadelphia plan, will 
be unconditionally guaranteed as 
to par value and dividends by 


Chicago and North Western Rail- 
way. They are being issued to 
provide not in excess of 75% of 
the cost of new standard gauge 
railroad equipment estimated to 
cost approximately $9,176,000 and 
consisting of flat cars, box cars, 
gondola cars, and Diesel switch- 
ing, passenger and freight loco-~* 
motives. a 


Paul Jones, Jr., in Phila. ~ 
Office of Van Alstyne, Noel 
PHILADELPHIA, PA.— Van 
Alstyne, Noel & Co., members 
New York Stock Exchange, an- 
nounces that Paul Jones, Jr. has 
become associated with them i 
their Philadelphia office, 1 
Walnut Street. He was former 
with Montgomery, Scott & Co. 
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Purchasing Power and Income in Postwar Market 


(Continued from page 374) 
my own skepticisms on some of 
these points, but I am not con- 
cerned about them today. All 
measurements are imperfect, and 
because this one is my subject, 
I will try to demonstrate its uses 
in the form of a symposium of 9 
or 10 responsible forecasts that I 
have had to use in other work. 

Forecasting can be one of the 
gayest of sports, but only if taken 
in judicious doses. It should be 
compounded of just the right 
amount of excitement from gam- 
bling on the unknown, and just 
the right amount of skepticism 
because of what happened to the 
last prophet you heard. Just 
think. What would happen if the 
truth could really be known. 
Everyone would want to buy at 





the same time and sell at the same 
time, business would vibrate like 
a tuning fork, and a really alert 
business man would be going 
around half the time with a bloody 
nose from running into himself. 
At the very outset of our ad- 
venture we are taken by surprise. 
Events are not unfolding in quite 
the way some of the wise men 
assured us before V-J day that 
they would unfold. There was to 
be a critical period of reaction 
from the high levels of war pro- 
duction and employment. The dis- 
appearance of military orders 
would leave a void across which 
makeshift bridges would have to 
be thrown by a frantic govern- 
ment. The huge output of indus- 
trial plant and equipment during 
the war would hold postwar in- 
vestment activity to a low level. 
The public might be so proud of, 
its new-found ability to save that, 
it would continue to do so, thus! 
‘reducing expenditures for con- 
sumption. Many industrial ma- 
terials and tools would be a glut 
on the market. War workers 
would be released by the millions, 





{created, high-cost and 





soldiers would come _ flocking 
home, the spectre of unemploy- 
ment would stalk through the 
land, and the only real boom 
would be in good corner loca- 
tions for apple selling. These 





views were held. As stated they | 
are extreme, but rather generally ' 
an awkward break was expected 
in our economic momentum. War 
controls were accordingly lifted | 
right and left, both to signalize 
good faith and to remove all pos- | 
sible bars to enterprise. WPB has 
shrunk to a shadow of its former 
self in CPA (in the process jet- 
tisoning even L-41, the famous 
control over construction); now a 
new version of it has had to be 
restored; the excess profits tax is 
crowding the whang-doodle bird 
for comfortable quarters in obliv- 
ion; the carry-over privilege in 
the tax laws has been extended 
through the end of 1946; wages 
were at least theoreticaly left 
free to find their own levels 
through collective bargaining; 
programs for extraordinary un- 
employment relief payments were 
pressed energetically; and Fed- 
eral, State and local public works 
programs were dusted off in prep- | 
aration for a thrilling rescue act. 


But here we are, still seeking 
to buy a host of perfectly ordi- 
nary materials, commodities, and 
tools, hi-jacking bricks of all 
things, trying to hire men, paying 
premiums for a cot in the attic or 
an archaic pullman chair, bidding 
for stocks, attempting to cover 
forward inventory requirements. 
At the end of the year department 
store sales were running 10 to 12% 
above good old 1944, and unem- 

loyment was well below even 
ts practical minimum of 3 mil- 
lions. In fact, strikes seem to rep- 


proper distress over a prospective 


| decline of $40 billion in the value 


of national output, and of $20 bil- 
lion in annual wage and salary 
payments in private industry, and 
pled for wage increases to sus- 
tain consumption. At the very 
same time other authorities jubi- 
lated over the ability of the Vic- 
tory loan, if properly supported 
by a clear-headed public, to mop 
up the “exeess purchasing power 
of individuals” that threatened 
all we held sacred with a in- 
flationary debacle. In fairness I 
must say that the inconsistency is 
not absolute. It is possible for 
some men to be broke and others 
flush at the sarne time. But the 
appearance of inconsistency is 
useful in highlighting the com- 
plexities of transition. It is true 
that we may lose from $30 to $40 
billions of production in 1946. But 
much of it consisted of war- 
overtime 
business, while offsetting this dol- 
lar decline will be a substantial 
voluntary disappearance of war 
workers from the labor market, 
the elimination of overtime and 
extra shifts, assignment of obso- 
lete facilities to stand-by status, 
and a reduction in the system’s 
potential ouput. 

Is it possible for these thrashing 
waters to settle into a strong cur- 
rent? If so, in which direction 
will it run? We can seek the an- 
swer in two places. We can at- 
tempt to find parallels from World 
War I, or we can forget and try 
to distinguish the major forces 
underlying the present situation. 

What happened after World 
War I? It is well known that 
prices rose sensationally from 
March 1919 to June 1920 and fell 
as abruptly during the following 
twelve months; and that John 
Public suffered on the upswing 
due to a sharp decline in the ptr- 
chasing power of his wages (large 
as they were), and on the down- 
swing through a catastrophic de- 
struction of values, through bank- 
ruptcies, and through unemploy- 
ment. These disasters followed a 
war. We have just now concluded 
a war. Therefore, we are due to 
repeat unless we take heroic steps 
to save ourselves. But wait a min- 
ute. Agreement is not complete. 
Therefore, analysis turns to causes, 
and argument waxes hot over 
whether each of the old causes is 
now operative, and in the same 
degree. Civilian needs had accu- 
mulated during the first war, as 
had liquid assets. So have they 
now. Capacity was expanded dur- 
ing both wars, and proved partly 
useful and partly useless after 
each. Consumers battled for. goods. 
business for inventories. A flood 
of foreign loans, Government and 
private, through both bond flota- 
tions and open credits, pyramided 
the demand for goods that were 
never there. Transportation broke 
under the load. Wages tore after 
the cost of living, but never 
caught up. and were supplemented 
by installment credits. The few 
price and distribution controls 
established during the war were 
thrown away in a magnificent 
gesture of confidence in the in- 
fallibility of free enterprise under 
any and all conditions. There we 
are, but where are we? 

_It can be, and has been, argued 
vigorously both that history is 
ready to repeat itself in each one 
of these respects, and that this 
time the circumstances are such 
that adjustment will be smooth 
and painless. 


If we endeavored to explore 
each factor, which obviously we 
cannot do tonight. we should find 
that we were wrestling with images 





resent the only serious threat to 
continued high activity. And 
while they will reduce current in- 
come, there is no guarantee that 
they will stop spending, due to 
—_ immense stocks of liquid as- 


We are embarrassed by para- 
doxes. The President showed 


more than exact forces. To my 
knowledge, few thoroughgoing at- 
tempts have been made to develov 
a “true” picture of demand after 
World War I. We have data on 
actual shipments and production, 


. of course, but no way of knowing 


bow far they may Have fallen 
short of satisfying demand. It is 


true that we have a historial rec- 
ord of clamor, and descriptive 
evidence from trade journals, but 
still no systematic statistical meas- 
ure of the real stresses and strains 
marking the period. It could be 
done no doubt. It is not com- 
pletely beyond the reach of anal- 
yses. But the alarmist references 
to which we have become accus- 
toed are not really measure- 
ménts of overall demand in rela- 
tion to the e€conomy’s productive 
capacity. Our views about 1919 
are based in part upon actual rec- 
otds of what happened, and part- 
ly upon superstition about the 
aftermath of war as as economic 
disturbance. The superstition 
grows out of the fact that after 


almost every war we have had | 
| ball 


extravagant and costly price in- 
flation. 


We are able to say then that 





an increase in prices occurred in- 
dicating an excess of demand over | 
capacity. But we cannot be sure 
that the amount of price rise was 
a measure of the excess. In 1919) 
inflation may have been higher 
than was justified by the facts. 
The effeets of original shortages | 
were compounded by the mass | 
response to them. Such move-| 
ments are implicitly made up of. 
two parts—actual shortages and | 
public alarm over them. Heavy | 
orders books for the future stimu- | 
late near-term demand _ which | 
magnifies the original emphasis. | 
Both consumers and business men | 
try to convert their money into 
merchandise while it is still good. 
It does not follow of course that 
in the absence of the second wave 
a substantial inflation could not 
have occurred. Demand pressing 
on supply will usually lead to| 
higher prices. 

If we must compare images in| 
two worlds a quarter of a century | 
apart, some things are obvious. | 
There was not as much deferred | 
demand in 1919 as now. Liquid } 
assets were not nearly as high as | 
a proportion of the current level | 
of national activity. Today’s de-| 
mands represent pressing public | 
necessities to a greater extent. 
The bulk of today’s savings have | 
been kept in more liquid form. | 
On the other hand those arguing | 
for rapid de-control, may believe | 
that because of the greater plant ' 
expansion in this war than the! 
last, demand in relation to capac- 
ity is less pressing now than then; | 
that business men are now wiser, | 
and will now buy for today’s! 
needs only, however obvious the 
dearth of goods; that this time 
competition will hold prices down; 
that today transportation is in' 
much better shape. 

In short not a great deal of 
close work has been done on re- 
lationship of 1919 demand to 
capacity. What one finds ia the 
literature is primarily analysis: of 
the cyclical movement—sequence 
of events — .ow prices moved— 
how prod iion moved — where 
the brake. started to grip. But 
much of it is based on mere ob- 
servations of what happened, not 
complete or fully tested. 


If a conclusion at this point is 
expected, it will be given in the 
same vein. The expectation of a 
recurrence of the 1919 violence is 
not at all irrational, it does have 
a base. Upon that base public 
fear can again build a superstruc- 
ture of new and swelling de- 
mand, eventually getting out of 
control. A man cannot obtain a 
wanted piece of merchandise in 
January, or hears that he will not 
be able to do so in April, so he 
tries to buy forward. Mass be- 
havior is our problem, as well as 
statistics. It certainly can happen 
again, with or without price con- 
trol. It is an open question 
whether price controls can in the 
end be wholly effective without 
the aid of fiscal controls, such as 
a more responsive tax system or 
rew savirges campaigns. But if 








'me emphasize this, because we’re 


| This latter guess is roughly 25% 





price controls are retained and 
people retain confidence that. they 


they can have at least a dampen- | 
ing effect on tendencies to stam-| 
pede. é, 

Now let us leave off mysticizing | 
about the past and see what the! 
evidence in our own time is trying 
to tell us. I have had the privi- 
lege recently of examining in con- 
fidence a great many private and 
public estimates of the outlook 
for American business over the 
next year and a half. They are 
usually expressed in terms of 
Gross National Product, for which 
in your own daily work you may 
not have much use but which is 
one of the technical measures of 
national activity that has wide 
acceptance. I'll not trouble you 
with all of its complications. This 
is a social hour and for our pres- 
ent purposes we will regard it 
merely as a great multi-colored 
bouncing over the years, 
sometimes high, sometimes low. 
The colors can be taken to repre- 
sent segments of national activity, 
red for Government expenditures, 
or output, or sales (seeing that we 
are still running deficits), blue for 
private capital formation (which. 
includes industrial plant and 
equipment, residential housing, 
net exports and net additions to 
business inventories), and orange 
for consumer expenditures. Let 


going to need it. Consumer ex- 
penditures are heavily influenced 
by total activity or GNP. as I’m 
going to call it for short, Govern- 
ment and capital outlays are 
usually regarded as influencing 
the total more than they are in- 
fluenced by it. There is little use 
talking about whether business is 
going to be good in the abstract. 
As an apparently solid and know- 
it-all big figure GNP is a fraud, 
a dummy big shot. The real works 
are comprised of countless little 
figures tearing around furiously 
inside it, interacting continuously 
with each other. What GNP is to 
be will be determined in turn by 
what happens within the three 
major segments I have mentioned. 


Red Segment: -What will the 
Federal Government do? It doesn’t 
have as much coice as usual. It 
has to liquidate a war. At the 
peak of the war it was spending 
nearly $100 billion a year. By the 
end of 1946 it was down to a rate 
of $30 billions. Let us put it ar-| 
bitrarily at $21 or $22 billion for | 
fiscal 1947, and add $10 billion | 
for State and local governments. | 





above the 1945 State and local | 
war diet although 20% lower than | 
1940 as a frst large step toward 
making up arrears. So we may 
put down around $32 billion for | 
Governr ent. 

Blue Segment: What will busi- | 
ness ¢€9? This picture is rather | 
confused. Producer’s plant and | 
equipment are in _ considerable | 
part a cause rather than a result; 
of GNP. But still if one wants to 
try a rough approximation he can 
by looking at the record find that 
capital outlays rise at a faster rate | 
than total activity and that from 
depression 1933 to 1941 their share 
of the total rose from 5.5% to 
94%. If we were to operate at 
approximate capacity in fiscal 1947 
and assumed a ratio of 10%, we 
might be able to put down as 
much as $17 billion for capital 
outlays. That is pure experiment. 
My tea leaves say that it is high. 
Industry has a great deal of de- 
ferred maintenance to catch up 
with. it is true, but it can use a 
great proportion of its own new 
war plan (e.g, steel and utilities) 
and has vast Government sur- 
pluses from which to fill some of 
its other needs. Recent surveys 
for fiscal 1946 give us more clues. 
As an essential i>dustry railroads 
enjoyed a preferred position 
during the war and now apparent- 
ly are planning to make new in- 
vestmerts at somewhat less than 


| will remain reasonably effective, | survey by the Federal Power 


Commission and the Department 
of Commerce put the same ratio 
for gas and electric utilities at 
scarcely two-fifths of the 1929 
level. A personal inquiry by Pro- 
fessor Sumner Slichter of Harvard 
Suggests that managements in a 
number of assorted fields expect 
to spend one and three-quarters 
times their pre-war depreciation 
allowances, on the average, dur- 
ing the first postwar year. This is 
good but it is not sensational, and 
Since a large part of the most 
pressing needs should be met dur- 
ing calendar 1946, fiscal 1947 
should not be much higher. 

Suppose, therefore, that we esti- 

mate producer’s capital outlays 
at $15.5 billion instead of $17 bil- 
lion. 
_ Residential housing likewise is 
in our blue network. As to de- 
mand, one can only mention a 
dizzy figure and duck. As to sup- 
ply, how fast can material, labor 
and equipment bottlenecks be 
widened? Let’s hope that we can 
manage $3 billion worth of hous- 
ing for weary bell-ringers during 
our selected year. 

The export market is ours while 
the world remains prostrate. For- 
eign holdings of gold and dollar 
exchange are in some quarters 
large. Relief and _ stabilization 
loans are being negotiated. A $3 
billion guess for net exports (i.e. 
in excess of imports) is probably 
low. 

Stock replenishment will take 
a long time but may be concen- 
trated in the first year. The prin- 
cipal offseting consideration is 
again Government surpluses. Net 
additions to inventory may be 
placed at another $3 billion. 

For the blue band, capital for- 
mation, then, we have a total of 
$3 billion each for housing, net 
exports, and net additions to in- 
ventory, plus $15.5 billion for 
new plant and equipment, or a 
total of $24.5 billion. 

Now for the big orange. How 
much will consumers spend? They 
want a lot. Much but not all of 
what they want they will obtaia. 
It will come to a great deal of 
money. Will it be sufficient to 
tax the economy’s production po- 
tential? 

Let us attempt a rough estimate 
of that potential. For this purpose 
I am going to borrow from Pro- 
fessor Sumner Slichter of Har- 
vard, in the symposium of the 
20th Century Fund entitled “Fi- 


|nancing American Prosperity.” By 


fiscal 1947. the labor force should 
number about 60 million workers 
(not 60 million jobs). That figure 
is taken by adjusting the census 
forecast of the “normal” 1947 
force for war casualties and a 
residue of war workers, Subtract- 
ing a 3 million labor float neces- 
sary to mobility, leaves 57 million 
jobs including members of the 

rmed Forces. Assume that the 
rate of increase in non-agricul- 
tural output per worker has les- 
sened during the war, which is 
surely the case, and allow only 
half of the normally expected in- 
crease since 1940, or about 10%. 
Assume the number of straight- 
time working hours per week to 
be slightly higher than 1940 be- 
cause of steadier employment. 
Assume prices to have dropped 
slightly by 1947 below the 1945 
peaks. On these premises, the 
country can produce about $178 
billions worth of goods and serv= 
ices by 1947. 

Now the amount of money peo- 
ple can spend normally depends 
on the sum of wages, salaries, 
dividend and interest payments, 
and unemployment and relief ben- 
efits, less personal taxes. What is 
left is called disposable income. 
With national product at $178 bil- 
lions and—assumnig just for a 
moment that we operate at capac- 
ity—1946 tax rates, disposable in- 
come should be around $133 bil- 





their 1929 ratio to total national 
sales. The Devartment of Com- 
merce found that a similar ratio 
for a selected sample of manu- 
factur’ng coneerns will Pleur<eo 


fall below. that of .1929, A joint 





lions. What proportion of such a 
total may individuals be expected 
to spend on consumption? 

Now, we can’t add doll houses, 
_and hair combs and chewing gum 
and pins. We're stuck. So what 
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do we do? 
past relationships of spending in- 
come at differeat levels. 
Normally, people will spend be- 
tween 80% and 90% of disposable 
income, the percentage falling as 


income rises, and with other va- | 


riations resulting from changes in 
the distribution of income and 
tax patterns. At the assumed lev- 
el, historical experience would 
suggest a coasumption-income 
ratio approximating .85. Expend- 
itures at this rate would bring the 
unprecedented figure of over $113 
billions to market. 


What about the famous back- 
log of accumulated needs? It 
seems likely to render this calcu- 
lation inaccurate. Consider the 
automobile outlook for example. 
(1) Millions of cars are required to 
restore 1941 registrations alone. 
(2) More to bring back the same 
number per capita of a larger 
population. (3) Millions more to 
make the average car as new as 
it once was. The bulk of these 
groups classify as “deferred.” Not 
all of it can be superimposed upon 
our hypothetical “normal,” since 
the two tend to merge at very 
high levels of activity, become the 
same demand, but the deferrals 
have been so substantial that it 
seems clear the merger is not 
complete. Is there any basis for 


judging whether this is the case? | 


And if so, to what additional ex- 


penditures may deferred needs | 


give rise? 

This amounts to asking whether 
we can find any historical rela- 
tionship, like the relationship of 
“normal” consumers’ expenditures 
to disposable income, which will 
provide a measure of the possible 
increase. I’m going to tell you 
now that at the minimum it should 
be about $8 billion, and then ex- 
plain why. . 

You have been told over and 
over again about our wartime ac- 
cumulation of liquid assets. There 
is a reason for their existence. 
Except in deficit periods, the sav- 
ings in excess of the amount f€ec- 
essary to support current business 
transactions tend to equal invest- 
ment in plant, equipment, and in- 
ventories. But during the war, 
deficit financing knocked this 
balance haywire. Toward the end 
of 1944, when GNP had risen to 
roughly $200 billions, the liquid 
assets held by individuals and 
business corresponding historically 
to that level would have been 
only $110 billions. They are now 
probably twice that much, or 
around $220 billions. There they 
stand. Will they choke us, or give 
us wings? (Some day we shall 
know what role they played in 
the peculiar transition period. We 
shall know whether they were 
merely a dead weight in the eco- 
nomic body or an _ over-active 
gland. for by that time the in- 
digestion or elenhantiasis, which- 
ever results, will be over.) 

Now mark this strategic point. 
All through the decade of the 
“thirties” gross national product 
and liquid assets moved together. 
When one went down, the other 
went down, and vice versa. Now 
suddenly, as a consequence of the 
heavy deficit financing of war- 
time, liquid assets have bounced 
to more than twice their previous 
level in relation to GNP. Before 
we are through, I hope, we shall 
have given a tentative answer to 
a question that is keeping students 
awake nights: Is the affinity so 
strong that liquid assets will pull 
national activity up toward its 
own dizzy level, or will the re- 
verse happen, or will the two dis- 
solve a beautiful friendship and 
hereafter go different ways? 

Technically there are several 
possibilities. First, the assets might 
be held idle indefinitely. Or cur- 
rency and bank deposits might 
be spent and the monev used by 
recip.ents to cancel debts. This 
would check inflationary tenden- 
cies, but it can’t happen on a very 
big scale because debts have al- 
ready been reduced. Or the busi- 
ness concerns who received the 
money might add it to their exist- 


We experiment with 


ing balances, or transfer it to 
others wishing to keep it idle. 

In this case, business turnover 
would be accelerated, but the 
movement would be held within 
‘rather narrow limits, its actual 
extent depending upon the rate, 
magnitude, and duration of the 
irise in turnover. Finally, the 
|community as a whole might be 
| unwilling to maintain its stock of 
| liquid assets anywhere near pres- 
|ent levels at the current: igvel of 
|GNP. Should this prove to be the 
case, we could expect a rather 
|rapid and sustained rise in em- 
| ployment, incomes, prices, outlays 
|for consumption and investment, 
and probably in production, with 
prospects of a severe inflation. 


I have already deplored loose 
references to the 1919 experience 
on the ground that we had no 
factual evidence of the true rela- 
tionship of demand to capacity in 
that period. We do know, how- 
ever, what happened to the rela- 
tionship between liquid assets and 
GNP. 


After the war the volume of 
liquid assets continued to. move 
with GNP, but at the higher level 
to which they jumped in the lat- 
ter part of 1918 and in 1919. The 
inference is that liquid assets 
generated by large deficits—which 
is what we have now—tend to be 
held in that form for sometime 
thereafter. This in turn points to 
the third and fourth possibilities 
outlined above as more likely to 
be realized. In either case, con- 
sumption-income ratio is almost 
certain to be raised above its 
hitherto prevailing level. 

By how much? On this point, 
too, World War I experience af- 
fords some basis for generaliza- 
tion. A recent study of the De- 
partment of Commerce indicates 
that, in the period immediately 
following the Armistice, con- 
sumers’ expenditures accompany- 
ing a given disposable income 
rose by some $5 billions per an- 
num above the level obtaining in 
the period, 1910-1919. Even mak- 
ing extreme allowances for cer- 
tain technical criticisms which 
may be made of the Commerce 
analysis, there remains strong 
evidence that the jump was be- 
tween $2 billions and $3 billions. 
It seems clear that this rise re- 
flected primarily the accumula- 
tion of deferred needs and a feel- 
ing of greater security because of 
the very existence of liquid as- 
sets, which led individuals to 
spend a larger proportion of cur- 
rent income. And since at present 
the proportion of “excessive” liquid 
assets to GNP is between three 
and four times as large as in 1919 
and 1920. it is perhaps not unjus- 
tifiable to expect the increase for 
fiscal 1947 to fall somewhere be- 
tween $8 billions, and, say, $18 
billions. 


It is never safe to look at these 





alone, but in this 
conclusions which they suggest 
qualitative econsiderations. You 
know them as well as I. 


of goods, deferred needs represent 
pressing physical necessities to a 
end of World War Il. Again, 


a 
World War II savings seems to 
have been kept in liquid form. 
Moreover, of the additions 
liquid assets during the war, some 
two-thirds appear to be held bv 





j 
| 


or less. These people spend more 


|of their income. And finally, our | 


| 


| indulgent. As other analysts have 
| noted, there has been.a huge ex- 


| tension of vacations with pay, for | 
‘example, and revolutionary} 


| changes in methods of transpvorta- 
‘tion. Gorgeous things will be 
‘coming out of war techniaues. 
| There is certainly nothing in these 
| developments to discourage the 
‘trend towards a larger expendi- 


ture per dollar of disposable in- 


broad statistical relationships | 
instance the} 


are supported by a number of | 
Today, | 


because of the prolonged dearth | 


much greater extent than at the! 


larger proportion of individuals’ | 
to | 
persons having incomes of $5,000 | 


| living habits have become more | 


) , S 
It remains true, of course. that 


these considerations are still spec- 
|ulative. But in view of their 
weight, it would seem very con- 
servative to assume that “abnor- 


| mal’ expenditures will reach at! are lucky the damage may be no! 


least $8 billions, the lower limit 
indicated above. At any rate, such 
a result does not seem much to 
expect from a rise of over $1090 


sets during the war, considering 
the influence a much smaller pro- 
portionate increase seemed to ex- 
ert after the last war. 

Summarizing, therefore, it would 
not seem at all unreasonable to 
anticipate postwar spending in 
fiscal 1947 as follows: Govern- 
ment, $32 billions; private gross 
capital formation, roughly $25 bil- 
lions, and “abnormal” consumption 
outlays $8 billions, and—since the 
sum of (1) these expenditures and 
(2) those which, as we have seen, 
would ordinarily be made at a 
GNP of $178 billions will support 
a GNP of that order—‘“normal” 
consumers’ expenditures of $113 
billions. The total of $178 billion 
is roughly 84% above the 1940 
level of $97 billions. 

Now of course allowance has to 
be made for a price rise of about 
33% to determine the true amount 
of the increase, but even so the 
jump is huge. By way of anti- 
climax, the figures actually used 
here have assumed a little bit of 
settling in prices. If we threw off 
all controls and cut our fiscal pol- 
icies loose from economic consid- 
erations we might have a much 
higher GNP in current dollars. It 
would probably be made up in 
part of a still larger amount of 
physical production, but more 
| particularly by a great watering 
| of prices. Such a result historians 
| would call inflation and would 
probably write books about it un- 
der the title, “How Best to Cause 
Slumps and Impair Faith in a 
Capitalistic System.” 

There may even be faint traces 
of rationalization in our present 
attitude toward controls. It will 
be a sad day when the muscles 
of our people do not flex instinc- 
tively against bonds, necessary or 
unnecessary, but this sign of po- 
litical health cannot in itself solve 
the problem of adjustment to a 
new economic period. Our very 
eagerness to return to open com- 
petition causes most of us to focus 
on the perfectly good arguments 
supporting such a policy. We 
could hardly avoid it. Who would 
have thought, from an observation 
post in the debris of 1921, that 
after another war America could 
ever wheedle itself into thinking 
that inflation wouldn’t happen 
again. But in some moods we are 
doing that. We crave to be re- 
lieved entirely of controls, to be 
‘turned back unreservedly to profit 
incentives, to move far away from 
the irritations and mistakes of ad- 
ministration. With some reason, 
we begin to doubt the validity of 
the 1919-21 and other postwar ex- 
periences as precedents. Not so 
much now, perhaps, since prices 
have so far skyrocketed on many 
of the products on which controls 
have been lifted, but we can’t 
help the yearning. Nor do we have 
to refrain from pressing fer ad- 
justments in prices and price pol- 
icies that are better adapted to 
postwar needs. For the moment, 
‘I am concerned only with our ten- 
dency to slip from irritation over 
details into a frontal attack on the 
purposes of control itself. 

In conclusion it is not alwavs 
from impressive looking mathe- 
matiea]) formulas, nor wells of 
deep learning, nor a sudden pierc- 
ing vision of the truth that we 
seek to end all controls while 
shortages are still acute. With 
most of us it is because that is 
|the way we feel. But the war 
| problems are still with us. Most 
‘of them haven’t changed much. 
| We have the oddest difficulty in 
' recognizing points of similarity in 
| physical and economic experi- 
ence. In a time of flood, police 
_end fire departments take charge. 








| : ; 
| age, but in the main we keep our 


‘furniture, including the old hall- 
/rack complete with elk’s head that 
Aunt Miranda sent us as a wed- 
ding present 32 years ago. If we 


| greater in the inflationary flood 
| with which we are now threat- 
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Offered at $103 a Share 


An underwriting group headed 
_ by Hemphill, Noyes & Co. and 
Hallgarten & Co. is making a 


ened. The value of some of the | public offering today (Jan. 24) of 


x pt : ;more gilt-edged stuff may be} 
billions in “excessive” liquid as- | 


slightiy impaired when it is over, 
just as your paid-up insurance 
policy or annuity is for the mo- 
'ment worth only about 75% of 
what you paid for it. This is not 
catastrophic as of any given 
moment as relations between sta- 
ble and moving values are always 
in flux. 

The principal ambition of most 
business men is to retire from bus- 
iness sooner or later. This ambi- 
tion serves very nicely to focus 
the present issue, in public policy, 
if exaggerations are pardoned. 
There are still two ways to retire 
and each is affected by inflation 
and timing, although in different 
ways. You can retire by saving 
money over time, or by making a 
lot of it in a hurry if you quit at 
the right time. Witness: (1) 
Thanks to the -police work on 
prices, and on fiscal policies, and 
in restricting the use and demand 
for short materials until the war’s 
effects could wear off a_ bit— 
which I don’t think many of us 
resented during the war— the 
cheapening of money has been far 
less than in the last war. Maybe 
there is still enough income left 
to retire on, even at today’s in- 
terest rates and today’s prices. So 
presently you retire (2) Booms 
are times when aggressive oper- 
ators are supposed to make mon- 
ey. Even a killing is legitimate 
ambition. This may be the looked- 
for year when the harvest will be 
sufficiently big and golden to per- 
mit Cadwallader and Joe to join 
Stuyvesant and Harry in a well 
deserved rest. Take off the price, 
money and materials controls and 
let’s go. A few can make it by 
welcoming inflation instead of 
fighting it, although a very few. 
It takes a miracle of luck and 
judgment to get out at exactly the 
right time. But the change is 
available if the current pressures 
turn out to be heavily inflation- 
ary and controls are junked. 

There is no certainty about any 
of this business... 1 want to make 
it perfectly clear that some of the 
country’s best known economists, 
even though they are a minority, 
believe that if we threw off all 
restraints, natural forces would 
somehow or other pull us through. 
Personally, on the basis of the 
kind of evidenee I have been dis- 
cussing, I don’t see how. It must 
be granted that this is a matter of 
judgment and that too tight a con- 
trol, coupled with strikes and a 
generally slow settling process, 
could conceivably throw 
country into a_ reverse’ spin 
for a while. Most of the 
signs to my thinking run the 
other way. and I guess that the 
only significance in what I am 
saying is that I am putting my 
coin on the anti-inflation policy, 
for at least the next few months. 
Economic forecasting is partly 
gambling anyway, and partly a 
matter of clinging to sanity amidst 
a riot of good and bad ideas. The 
important thing, probably, is to 
avoid the disappointments and 
mistakes that come from expect- 
ing certainties. 








Herbert S. Wolff Opens 


SOUTH BEND, IND. — Herbert 


J. M. S. Building to engage in e 
isecurities business under the 
name of Herbert S. Wolff Secur- 
ities Company. Mr. Wolff in the 
nast was an officer of the Albert 
McGann Securities Co., Inc. of 
South Bend. 





Craig With Cohu Torrey 
LAKELAND, FLA.—George O. 





| & Torrey. In the past he conduct- 


.come in the period immediately | Maybe there is a little looting at | ed his own investment business in 


ahead. 


night, maybe a little water dam- 


| Lakeland. 


the, 


S. Wolff has opened offices in the | 


, Craig has joined the staff of Cohu | 


75,000 shares of $4.25 cumulative 
preferred stock (no par) of Co- 
lumbia Pictures Corp. at $10B a 
share. Each preferred stock cer-. 
tificate will be accompanied by a 
non-detachable warrant to pur 
chase an equal number of shares 
of common stock at $30 a share 
up to Jan. 15, 1952. 

Net proceeds will be used to 
redeem at $53 a share plus ae 
crued dividends all outstanding 
shares of $2.75 convertible pre- 
ferred stock, to increase worki 
capital of the Corporation, 
for improvement of studio faci 
ities. The new preferred stock 
will be redeemable at prices 
ranging from $108 to $103 a. 
share. For the sinking fund, re- 
demption prices range from 
to $103 a share. 

Terms of the new preferred 
stock issue include provisions for 
mandatory annual sinking fund 
installments of 15% of consol 
dated net income for the preced@- 
ing fiscal year over $900,000 and 
up to $1,900,000, plus 10% of con- 
solidated net income over $1,900,- 
000, but not exceeding $225,000 
total sinking fund installment fer 
any fiscal year. The mandatory . 
sinking fund installment for the 
fiscal year ending June 30, 1946 
will be one-half of the amount so 
computed. 

Capitalization of the Corpora. 
tion after the present financing 
will consist of $5,400,000 bank 
loans, the 75,000 shares of pre- 
ferred stock now being offered 
and 595,447 shares of no par com- 
mon stock, 
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Three Resume Duties 
At First of Michigan 


DETROIT, MICH. — Fred BH 
Alliston has resumed his duties as 
treasurer of the First of Michigan. 
Corporation, Buhl Building; Ervin 
LaRowe has been appointed mar. 
ager of the corporation statistical 
department; and Theodore Frineke 
has returned to the cashier’s de- 
partment, it was recently an- 
nounced. 

All three have been with the 
armed forces; Alliston with the 
102nd Infantry Division in Beb- 
gium, Holland, France and Ger- 
many; LaRowe, Major and exeew- 
tive officer of Office Procuremen® 
Service and, later, chief of Am 
alysis and Selection Branch Mil#- 
tary Personnel Division ASF; 
Frincke in Africa, Sicily, Italy and 
France, where he won promotior: 
to captain after having enlisted as 
private. 

All served the First of Michigan 
previously. 

NLL 


FIC Banks Place Delis. 


A successful offering of an is 
sue of debentures for the Federat 
Intermediate Credit Banks was 
made Jan. 16 by Charles R. Dunn, 
New York, fiscal agent for the 
banks. The financing consisted of 
$30,645,000 %% consolidated de- 
bentures dated Feb. 1, 1946, are 
due Nov. 1, 1946. The issue was 
placed at par. Of the proceeds 
$29.900,000 will be used to retire 
a like amount of, debentures ma- 
‘turing Feb. 1, 1946 and $745,000 
is new money. As of Feb. 1, 1946, 
the total amount of debentures 
outstanding will amount to $243,- 
/ 105,000. 


Elwell With Bradley Co. 
| NEW HAVEN, CONN.—Charles 
-C. Elwell, Jr. has become associ- 
ated with Edward M. Bradley & 
'Co., Inc., 215 Church Street, mem--- 
bers of the Boston Stock Ex- 
change. In the past he was a part- 
ner in Elwell & Manross. 
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The Challenge of Human Engineering 


(Continued from page 377) 
in itself, but a means to an end. 
It is a tool. 

In war, mass-production is a 
tool for making the weapons of 
war—as many as possible, as fast 
as possible. We used the tool bet- 
ter than other nation because 
we had more practice with it and 
because we were better equipped 
to use it efficiently. 


The Importance of “Labor Costs” 
In peace-time the use of the 
tool of mass-production thrives 
best in a highly competitive dem- 
ocratic economy. For mass-pro- 
duction is a tool which free peo- 
ple use in peace-time to make 
more and better products at less 
and less cost. It is a tool for 
raising the standard of living. 

All of us would agree that a 
standard of living is not a ques- 
tion of money, but of things and 
opportunities. People are pros- 
perous and enjoy a high standard 
of living, when great numbers of 
them can afford a great many 
things and services—refrigerators, 
automobiles, radios, homes, good 
food, education, recreation, and 
all the rest. Through the peace- 
time use of the tool of mass-pro- 
duction, American industry has 
already made this country a land 
with an incomparably high stand- 
ard of living. 

And the use to which we can 
put mass-production to bring mil- 
lions of 
within the price range of millions 
of people has in no way reached 
its limit. It is obvious, for exam- 
ple, how much better off we 
would be in this country if it 
were possible to sell automobiles 
for half their prewar prices. Mil- 
lions of people who never owned 
a car could have one. Families 
which have one could have two. 
Tens of thousands of private en- 
terprises serving the automobile 
industry and the people who drive 
automobiles would benefit, and 
would expand. Cut the cost of 
refrigerators in half, cut the cost 
of radios in half, cut the cost of 
homes, clothing and other manu- 
factured articles in half, and the 


people of America would find’| 


themselves vastly better off. 


We continually talk about high- 
er incomes, and higher wages; and 
more money. That is all right: A 
man should be ambitious. He 
should try to increase hsi income: 
But in our discussion of higher in- 
comes, we must never lose sight 
of the universal advantages of 
lower costs—of more and better 
products brought within the bud- 
get of more and more people. 

In the face of what peace-time 
mass production has already ac- 
complished in raising our stand- 
dard of living, in the face of cur- 
rent world praise of American in- 
dustry’s ability to produce great 
quantities» of things in a- short 
space of time, we may be tempted 
to think that the potentialities of 
Mass-production have been ex- 
hausted—that we have come to 
the end of this road to national 
well-being. Such a notion is ab- 
surd. The mechanics of mass-pro- 
duction can still be greatly im- 
proved, and they can be more 
widely adapted. 


The Field of Human Engineering 


But there is a whole vast area 
in which we are only beginning 
to make significant. progress— 
what we might call the field of 
human engineering. Machines 


‘alone do not give us mass-produc- 


tion. production is achieved 
by both machines and men. And 
while we have gone a very long 
way toward perfecting our me- 
chanical operations we have not 
successfully written into our 
equations whatever complex fac- 


tor represents Man, the human 
element. 


I am suggesting, therefore, that 
we try to rewrite the equations to 
take into account the human fac- 
tor. If we’ can solve the problem 


a. 


lings and opportunities |. 











of human relations in industrial 
production, I believe we can make 
as much progress toward lower 
costs during the next 10 years as 
we made during the past quarter 
century through the development 
of the machinery of mass produc- 
tion. 

In approaching the complex 
problems of human relations, I 
believe that management must 
take the initiative for developing 
the relationships between labor 
and management. Labor has a 
great opportunity to achieve sta- 
ture through assuming greater re- 
sponsibility. But I consider that 
management is in charge, that 
management must manage, and 
that the test of management is 
whether or not it succeeds. 

Mass production did not invent 
the human equation—but it did 
alter it in a number of important 
respects which we may have been 
slow in taking into account, Un- 
der mass production large num- 
bers of people flocked to the as- 
sembly line, each to perform a 
highly specialized routine duty. 
Mass production produced great 
concentrations of people—and a 
problem of communicating with 
them. And it produced the diffi- 
cult problem of specialization, 
where the human being loses 
sight of the social usefulness of 
what he does. 


Losses Due to Strikes 


How badly we have taken the 
human factor into account is indi- 
cated by many statistics. The De- 
partment of Labor shows that a 
total of 216,000,000 man-days were 
lost between 1927 and 1941 as a 
result of strikes alone. 


I am not here concerned with 
the justice of these strikes or their 
injustice. 1 am saying that some 
216,000,000 man-days of work 
were lost. This idleness was ex- 
pensive—to the strikers, to the 


| companies and to the nation. And 
'that cost was part of the nation’s 


cost of production. Consider how 
many thousands of automobiles, 
radios, refrigerators and other 
useful and needed products could 
have been manufactured with 
216,000,000 man-days of labor. Or, 
to put it in another way, consider 
how much lower would have been 


; the cost of the things that were 
;|manufactured if production had 


not had to absorb the expense of 
these work-stoppages. Further- 
more, when a_ production line 
stops, the jobs and purchasing 
power of hundreds of thousands of 
people in related businesses all 
over the country are affected. 

We must remember, too, that 
strikes are by no means the only 
measure of lost time. That loss, 
indeed, is only a fraction of the 
time lost through industrial inef- 
ficiency and through mass: unem- 
ployment. We are all aware of the 
fact that the’ man-days lost 
through unemployment during 
the same years—1927 to 1941— 
were of tremendous proportions. 


War Productivity of Worker 


Costs are also closely related to 
the productivity of the individual 
American worker. We take pride 
in this productivity, and as a mat- 
ter of fact we in America cannot 
compete in world markets with 
our high wage rates if the Ameri- 
can worker does not continue to 
be productive. 

Recent statistics on productivity 
are confusing because of the fac- 
tor of war. War necessarily 
brought into industry a great 
many less experienced men and 
women. The armed forces took 
away a great many skilled work- 
ers. 

Other pre-war mass production 
industries have found, as have we 
at Ford Motor Company, that 
even after allowance for these un- 
usual circumstances the recent 
record of productivity is not en- 
couraging. We keep detailed rec- 
ords of the’ time it takes to per- 
form various operations. Those I 





am about to cite are in every way 
comparable—that is, 


the opera- | 


urging and helping them to as-| We know that great masses of 


sume the responsibilities 
must assume if the public interest 
is to be served. 


It is clear, then, that we must! 


they | 


men work constantly at 
below their top capacities, and it 


is one of our jobs to see that ways . 


and means are provided to help 


tions have not been changed so| look to an improved and increas-| them rise to these opportunities. 


that more time should be allo- 
cated to their performance. Let 
me give you the number of min- 
utes required in December, 1940, 


| ingly responsible union leadership | 
for help in solving the human) 


equation in mass production. 


compared to July, 1945, to per-/| authority to affect industrial pro- 


form certain operations. 

One group of operations which 
took $3 minutes in 1940 took 128 
minutes five years later. Another 
group whcih took 1,188 minutes In 
1940, took, five years later, a to- 
tal of 1,943 minutes to perform. 
A third group took 28 minutes in 
1940 arid 49 minutes five years 
later. 

On the whole, productivity per 
worker in our plants declined 
more than 34% during the war 
period. 

I have already pointed out that 
some of this was inevitable, a re- 
sult of the war, and I should like 
to say that I .am emphasizing 
these figures merely to demon- 
strate how great is the need for 
improvement in this field. 


Needed: Closer Understanding 
Between Management and Labor 


As we look at these problems 
in human relations, we feel that 
the solution must be found through 
a closer understanding between 
management and labor. If we can- 
not succeed by cooperation, it 
doesn’t seem likely that we can 
sueceed by any exercise of 
force. We cannot, for example, 
expect legislation to solve our 
problems. Laws which seek to 
force large groups of Americans 
to do what they believe is unfair 
and against their best interests are 
not likely to sueceed. In fact, such 
legislation can lead to exaggera- 
tion of the very problem it is de- 
signed to solve. And when free 
men give up the task of trying. to 
get along with each other, and 
pass the buck to Government, 
they surrender a substantial meas- 
ure of their freedom. 

That, then, is the problem I 
wanted to lay before you this eve- 
ning. Let me summarize by stat- 
ing it more briefly: In a free, 
ene Democracy, mass 
production is a tool for raising the 
standard of living by reducing 
costs and thereby bringing more 
and better products within the 
budgets of more and more people. 
We have not yet solved the prob- 
lems of mass production, for our 
failure in human engineering is 
creating waste and inefficiency 
which handicaps the very purpose 
of mass production—lower costs. 


I do not have the answers to 
this problem. But I am sure that 
workabie solutions can be found 
if we will only bring to it the 
same insistent objectivity and 
willingness to experiment which 
you and others like you through- 
out industry have given to the 
mechanical difficulties in mass 
production, 


In industrial human relations, 
then, we have a new and rela- 
tively unexplored frontier. And 
beyond this frontier lie opportun- 
ities greater perhaps than any of 
us can imagine. 


There are many considerations 
which we must take into account 
as we work toward a solution of 
this problem. I can name some 
that have occurred to me, and 
you will think of others. 


Labor Unions Here te Stay 


I assume, for example, that all 
of us agree that Labor Unions are 
here to stay. Certainly, we of the 
Ford Motor Company have po de- 
sire to “break the unions,” to turn 
back the clock to days which 
sometimes look in _ retrospect 
much more attractive than they 
really were. The truth of the mat- 
ter is that the Unions we deal 
with rose out of the very prob- 
lem we are discussing-——the human 
problems inherent in mass pro- 
duction. We do not want td de- 
stroy the unions. 
strengthen their leadership by 


We want to’ 





ductiongon a vast seale enjoy a 
social power of enormous pro- 
portions. If they are going to be 
real leaders they must accept the 
social obligations that go with 
leadership. 

What is needed today is indus- 
trial statesmanship—from both la- 
bor and management. Instead, we 
have a tradition of industrial an- 
tagonism. Men who in their pri- 
vate lives would not think of en- 
tering into a brawl on the street 
have in the past found themselves 
blasting each other in the public 
press by colorful name-calling. 
This tradition has given rise in 
some circles to the theory that 
open conflict is inevitable. I have 
even heard it said that strikes 
are helpful ir “clearing the at- 
mosphere.” 

With such unhappy theories I 
do not hold. Modern man, who 
has done so much to reduce the 
manpower loss caused by disease, 
can certainly hope to reduce the 
manpower loss from industrial 
conflict. The public interest re- 
quires that we find ways to elimi- 
nate industrial warfare without 
impairing or diminishing the 
rights which both management 
and labor must continue to enjoy. 


Industrial Relations Programs 


We will always have some hon- 
est differences of opinion. But we 
can certainly deal with these con- 
troversies more wisely and effi- 
ciently. If we are to have indus- 
trial relations programs and labor 
relations staffs, and spend as 
much money on them as we do, 
we should do it expertly and ef- 
ficiently, bringing to the task the 
same technical skill and determi- 
nation that the engineer brings to 
mechanical problems. We must 
act on a more human and profes- 
sional plane. 

There is no reason, for example, 
why a grievance case should -not 
be handled with the same dispatch 
as a claim for insurance benefits. 
There is no reason why a union 
contract could not be written and 
agreed upon with the same effi- 


ciency and good temper that 
marks the negotiation of a com- 
mercial contract between two 
companies. 

In the meantime, there are 
day -to-day responsibilities of 
management toward employes 


which should fit into the whole 
pattern of the new relationships 
we seek. Consider, for example, 
possibilities for improvement in 
personnel evaluation. Only re- 
cenily have we begun to develop 
and use modern techniques which 
enable us to fit people to jobs, 
and fit jobs to people, with some 
degree of science. Too’ often we 
have assumed that if a man is a 
good sweeper he is a good sweep- 
er only, if a man is a good as- 
sembler he is a good assembler 
only. But the results of industrial 
psychological tests show very 
clearly that sometimes a good 
sweeper may also be a good as- 
sembler, and an assembler may 
have qualities of personal leader- 
ship that will make him a good 
foreman: Every company follows 
a general policy of advancing 
men in accordance with their ca- 
pacities: But we can do a more 
scientific job. 

When we have learned to do a 
reasonably good job of evaluating 
an employe’s capacities at the 
start of his career, we can do a 
better job of upgrading. I am not 
talking now about technical re- 
quirements having to do with 
such things as automatic pay 
raises and seniority. I mean the 
development of more opportuni- 
ties for employes to improve 
themselves in accordance with 
their own initiative and desires. 


| Mass 
Union leaders today who have the ' 





Communication between man- 
agement and employes in large 
production plants is an- 
other important field in which we 
can work. 

In any large group of people 
working together it is a basic re- 
quirement that good lines of 
communication exist. There will 


points . 


always be plans and estimates, in- | 


formation about new styles and 
new engineering, and other data; 
which management must guard 
closely because they are the very 
elements on which tough compe- 
tition is based. But information 
about company objectives and ac- 
complishments should be made 


available to all. People want to- 


know what the other people they 
work with are doing and think- 
ing. They want to know “the 
score.” 


It is fairly easy for everybody - 
to “know the score” when there’ 
are only 50 employes in a plant. 


But when thousands of employes 
work at assembly lines in a single 


plant they create’ a problem of - 
communication which has not vet - 


been solved. 


In an age #1 which the world - 


prides itself on speed and effi-- 


ciency in human conimunication 


it is absurd that we should not- 


have been more successiul in this 
field. Wg have the tools at our dis- 
posal—movies, radio, coordination 


conferences, newspapers, the 


graphic arts, posters and all the 
rest. It is good business to see to 
it that the members of our indus- 
trial teams get information to 
make them conscious: of the fact 
that they are on the team. This 
applies all along the line—shop 


employes, office workers, super- : 


visory and executive personnel. 

I think we can lick this job of 
better communication. 
emy#oyes are more productive 
than uninformed employes. 


Informed . 


‘I shall not attempt to point out. 


other 
many—in which we can work to- 


areas—and there must be- 


ward better human engineering in . 


mass production. The important 
thing, it seems to me, is to recog- 
nize the problem for the vital one 
it is and to move forward in hope 
and confidence and intelligent ex- 
perimentation toward 
solutions. 


As a starting point for contin- 


workable : 


uing efforts in that direction, per- . 


haps management and _ labor 


would today agree: 

1. That the job of American 
Industry—Management and La- 
bor—is to make at lower and 
lower cost more and better pro- 
ducts to sell for lower and lower 
prices. 


2. That the only way that job, 


can be done is through under- 
standing and sensible coopera- 


tion between management and. 


labor. 


3. That the spirit of that co-- 
operation must be a sense of. 


joint responsibility. The Public 


is the “Boss,” not Management’ 


or Labor. Both Labor and Man- 
agement must accept their share 
of responsibility to the public 
welfare and live up to their 
commitments. 

4. That mass production has 
demonstrated its ability to 
bring high wages, and that 


higher wages can come only out’ 


of greater production and lower 
costs. 

5. That, while no single hu- 
man institution or industry can 


promise complete security be-~ 


cause of the complexity of mod- 
ern civilization, Management 


and Labor can work toward. 
more certain, more stabilized 


employment. 
6. That American 


industry - 


should be a place of opportunity’ 


—a place in which men and wo- 
men can grow and develop into 
better jobs. 


If these are our articles of in- 


dustrial faith, then we are squared 
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mean nothing. Meanwhile for | istration of price control is now 


months the steel industry cannot| at a stage similar to that reached 








Controls—A Bar to Expansion 


(Continued from first page) 
poised between war and peace the 
situation is one of industrial strife 
in the realm of industry, and con- 
fusion of policy in the realm of 
government. 


The Prevailing Confusion 


One central issue lies at the 
root of all our present difficulties, 
namely, the feasible level of wage 
rates—not in the future but dur- 
ing the present year. This issue 
not only lies at the basis of the 
current struggle between. labor 
and management, but it is also at 
the basis of the problem of con- 
trolling prices. 

The fundamentai requirement 
at the end of the war is readjust- 
ment in the light of changing con- 
ditions. Just as war demands 
affected the various’ industries 
quite differently, so the resump- 
tion of business in response to 
peacetime demands will affect in- 
dustry quite unequally. In some 


lines the- volume of production| 


will be. very large; in other cases 
‘it will be greatly reduced. In 
some industries productive effi- 
ciency may have increased con- 
siderably, while in others it may 
have declined. Some industries 
will find so active a demand for 
their products that marketing 
costs will be relatively low; the 
reverse will be true: in other 
cases. Some lines may need to pay 
higher wages in order to attract 
sufficient labor or because of the 
power of labor unions; in others, 
where labor organization is weak, 
wages may be reduced. In some 
industries direct wage outlays ac- 
count for as much as 60 to 70% 
‘of the total costs; in others the 
wage element is of relatively mi- 
nor importance. With some prod- 
ucts the cost of raw materials may 
rise sharply because of increasing 
labor costs; in others there may 
be little if any change. In this 
situation every industry is inev- 
itably confronted with a new cost 
and price calculation. Under com- 
petitive conditions and in the ab- 
sence of control, extensive read- 
justments of the price structure 
would inevitably occur. 

In the light of this situation it 
is apparent that any generaliza- 
tion as to the wage rate increases 
that the economy can support are 
impossible. The _ situation will 
vary widely in the different divi- 
sions of industry. Consequently 
any general formula designed to 
increase wage rates sufficiently to 
offset the loss of overtime pay is 
impracticable. 

The wage-price situation at the 
present time is essentially differ- 
ent from that existing at the end 
of World War I. During the First 
World War wholesale prices of 
manufacturred goods rose much 
more rapidly than wage rates. 
But during the present war the 
reverse has been true. That is, 
wage rates have risen much more 
than industrial prices. Conse- 
quently, at the end of the last 
war the wage-price ratio was 
more favorable to management 
than at the beginning of the war; 
whereas at the end of World War 
II the general wage-price ratio is 
in general less favorable than it 
was in 1940. It should be empha- 
sized, however, that it does not 
follow from this that still further 
increases in wage rates might not 
be possible in certain lines where 
volume of output will be large 
and unit costs low. 

An expansion of mass purchas- 
_ing power, either through higher 





away to attack the problem of 
making mass production more ef- 
ficient by giving the same hard- 
headed attention to human factors 
that we have given so successfully 
-in the past to mechanical factors. 
The only approach we can take 
is to live up to the best industrial 
statesmanship of which we are 
capable. If we give the best we 
- have, we can hope to get wie bese 
-in return. 


'wage rates or lower prices is of 
course indispensable to economic 
progress. As I.have repeatedly 
emphasized, unless purchasing 
power expands in proportion to 
producing power, the economie 
system will get out of -balance. 
But the current year is special in 
character, for the simple reason 
that the readjustments. involved 
make cost and profit foreeasts. un- 
usually difficult. As already in- 
dicated, the situation -varies. tre- 
mendously in the different -lines 
of industry, and everywhere the 
unknown elements are more than 
ordinarily significant. In few lines 
is it possible to know just how 
rapidly the essential materials, 
repair parts, etc., will be avaliable. 
It is too early as yet to know in 
most cases how great the econ- 
omies are as a result of new tech- 
nological knowledge gained dur- 
ing the war. And‘nearly every- 
where it is difficult to gauge the 
performance of workers and de- 
termine whether the level of in- 
dividual efficiency will be equal 
to that of pre-war years. What is 
needed above all things is a 
breathing spell in which to find 
out what is economically possible 
and what is not possible. If we 
could have an industrial truce 
during this year of transition— 
1946 —- we could quickly readjust 
the economy, absorb all who wish 
to work, and lay the foundations 
for an era of expansion in which 
all would prosper as never before. 


Current wage and price pol- 
icies run directly counter to the 
basic requirements of the situa- 
tion as outlined above. Labor 
leaders wish to prejudge indus- 
trial possibilities, and they demand 
that wage rates be increased suf- 
ficiently to offset the loss of over- 
time pay. It is contended that re- 
serves built up during wartime, 
coupled with increased efficiency, 
permit such increases. The re- 
serves were of course built up, 
with the approval of the Govern- 
ment, for purposes of meeting 
reconversion costs and providing 
funds for expansion. In any case, 
they could not provide the basis 
for permanent increases in wage 
rates; because they are not self- 
replenishing. 

The Government also favors in- 
creases in wage rates in order to 
sustain national purchasing power. 
But the Government’s emphasis is 
upon raising wage rates in the 
lower levels and in areas where 
deflationary tendencies are feared. 
The truth is, however, that the 
wage rate increases will occur 
mainly among the high paid labor 
groups because their organization 
is strongest. They will also be 
greater in booming than in de- 
pressed industries. Thus the Gov- 
ernment’s policy is stalemated by 
labor’s policy. 

The other feature~of the Gov- 





ernment’s policy is the mainte- 
nance of price stability. Here 
again, as we shall see, current 


wage policies thwart government 
price policies. 


How Much Control Does OPA 
Have? 

There are two sides to the price 
control problem: the demand, or 
purchasing power, side; and the 
cost side. Excess (and increasing) 
purchasing power creates a sel- 
ler’s market which invites price 
advances. Rising costs operate to 
push prices upward. Let us now 
see how much control OPA has 
over the two sides of this prob- 
lem. 


On the demand, or purchasing 
power, side, OPA cannot control 
the following factors which affect 
aggregate purchasing power: (1) 
government expenditures; (2) in- 
stalment credit expansion; (3) 
bank credit expansion; (4) the 
liquidation of savings; (5) the vol- 
ume of employment; (6) the level 





of wages: and (7) the level of 
farm income. 


The OPA has never been vested 





with controls over any of these 
factors. 

On the cost side, the OPA does 
not have control over (1) the 
prices of agricultural products, 
and (2) the rate of wages. 

The outstanding lesson of the 
war was the discovery that, with- 
out control of wage rates and 
farm prices, general price control 
was impossible. This was the les- 
son of the German experience, of 
the French experience, of the 
British experience, of the Cana- 
dian experience, and of the United 
States experience. In the first 
phase of our wartime control, 
wage rates and farm product 
prices rose sharply. It was not 
until the creation of the Office of 
Economic Stabilization and the 
adoption of the hold-the-line pol- 
icy that prices were brought un- 
der control. Not until wage rates 
were stabilized and agricultural 
prices were held in line did the 
program of the OPA succeed. Now 
at the end of the war, half—and 
much the bigger half—of this con- 
trol mechanism has to all intents 
and purposes been abandoned. 
Under the circumstances OPA has 
no effective control over the pri- 
mary forces operating from the 
cost side to raise prices. 


In these circumstances, all OPA 
can do is to delay upward price 
adjustments. The agency recog- 
nizes that upward adjustments in 
prices may be necessary when 
costs rise. All they can hope to 
do is to prevent prices from rising 
as rapidly as might otherwise be 
the case, and from advancing 
more than is essential to the main- 
tenance of profits. 


Present price control is in real- 
ity profit control. Since the at- 
tempted control is from the cost 
side, it is necessary for the OPA 
to consider profit margins. In- 
deed, prospective profit is the test 
of a reasonable scale of prices. No 
other guide for OPA is available. 
Hence we are embarked upon the 
control of profits in peacetime. 


The OPA deserves sympathy. 
Unable to exercise any control 
over the factors which affect ag- 
gregate purchasing power in rela- 
tion to the supply of goods, it is 
also denied control over the pri- 
mary elements in cost. The suc- 
cess of the price-control machin- 
ery during the war period after 
the hold-the-line policy was 
adopted will be matched by the 
failure of the price-control prob- 
lem in the post-war period follow- 
ing the abandonment of wage sta- 
bilization. 

Granted that under these cir- 
cumstances OPA cannot prevent 
substantial advances in _ prices, 
may the agency not still justify 
itself by restraining the advances 
until such time as supply catches 
up with demand? While it is pos- 
sible that the agency may delay 
and restrain price advances, it is 
almost certain to be at the ex- 
pense of rapid reconversion and 
expansion. The case of steel illu- 
strates the nature of the problem. 
OPA denied price advances in the 
autumn on the ground that they 
were not necessary to the main- 
tenance of reasonable profits for 
steel. The steel industry contends 
that, except for the war business, 
steel production during the war 
was conducted at a loss. I do not 
pretend to know whether OPA’s 
judgment on this point is superior 
to that of the steel comapnies’. 
But OPA does not appear to be 
too confident of its opinion for it 
has promised to review steel 
prices after the year-end reports 
become available. But these year- 
end reports cannot throw any real 
light on the prospective profit 
margins for 1946. The year 1945 
was unique—six months of war 
production and six months of 
transition. Thus a review of 1945 
operations in January or February 
—especially in view of suspen- 
sions on account of strikes and 
possible wage increases will 





know what price quotations will 
be permitted. Similarly, the mul- 
titude of industries which use 
steel as a basic product cannot 
gauge their costs with the usual 
degree of certainty. Moreover, all 
flexibility in administering the 
business is gone. 

The decision with respect to the 
prices that are possible involved 
not only wage and other direct 
costs but also prospective mar- 
kets, volume of production, and 
the working out of complex tech- 
nological and _ organizational 
problems. 

An agency of government has 
set itself the task of substituting 
its judgment for that of the man- 
agers of a vast industry of great 
complexity such as steel. More- 
over, it contemplates passing 
judgment upon the right prices of 
steel at the same time that it ex- 
pects to pass judgment upon the 
permissible prices in all other in- 
dustries. 

As already indicated, the transi- 
tion from war to peace affects the 
cost-price situation quite differ- 
ently in the various divisions of 
industry. Accordingly, the whole 
price structure has to be reviewed. 
Moreover, since rising costs in any 
particular industry affect costs in 
related industries, continuous re- 
view and readjustment of prices 
is necessary to meet the needs of 
the rapidly changing situation. 
Granted the requisite technical 
knowledge and experience, the 
time required for any administra- 
tive agency to make wise and 
equitable price readjustments is 
so great that the expansion of pro- 
duction and employment will 
inevitably be impeded. 

It is for these reasons that I 
reach the conclusion that the over- 
all control of prices by the OPA 
is administratively impracticable. 
The attempt thus to control the 
economy can only retard the pro- 
cess of business expansion. 

Note the complications of the 


present procéss of price and profit, 


determination. An industry which 
believes that at present costs and 
prospective volume higher prices 
are essential must present elab- 
orate evidence to the OPA. This 
agency takes the request under 
advisement, reviews the evidence 
in relation to its formula. Hear- 
ings must in the interest of fair- 
ness be permitted. Moreover. 
individual companies which can 
claim hardships are to be given 
special review. Finally the OPA 
issues its decision. 

But this decision is subject te 
review by the Director of Price 
Stabilization. Mr. Collett is a 
higher authority than Mr. Bowles. 
In turn, Mr. Collett’s decision is 
subject to review by Mr. Snyder. 
And finally, Mr. Snyder’s deci- 
sions are subject to review by the 
White House, where the ultimate 
decision may have to be made. 

And when a decision is finally 
made with respect to steel, we do 
not have assurance that it is a 
decision that can stand for any 
length of time. If wage rates are 
shortly raised, the decision again 
needs revision. 


And when steel prices rise it is 
necessary to review the cost, price 
and profit outlook in all the in- 
dustries that can secure steel. At 
this stage the entire process be- 
comes administratively impossible. 
Similarly with respect to farm 
prices, OPA has no final say. 
Secretary Anderson holds that the 
price of butter must be raised be- 
cause milk has been going into 
cream, where the profit is better. 
Mr. Bowles objects with all the 


power at his command — which 
consists only of argument before 
the higher authorities, Collett, 


Snyder, and Truman. 

It is for these reasons that I 
reach the conclusion that the 
over-all control of prices by the 
OPA is administratively imprac- 
ticable. The attempt thus to con- 


trol the economy can only retard | 


the process of business expansion. 
My judgment is that the admin- 





by the National Recovery Admin- 
istration in its later days. The 
situation is worse because of the 
complete lack of coordination in 
the area of price control. 

The abandonment of over-all 
price control by the OPA does not 
mean that we would be left with- 
out any protection against the 
possibilities of inflation. The re- 
sumption and rapid expansion of 
production would itself be a safe- 
guarding factor of no little im- 
portance. 

Possible speculation in raw ma- 
terials and inventories can be held 
in check by selling surplus gov- 
ernment supplies. Agricultural 
prices will decline if government 
props are removed—the fear there 
is deflation in most lines. 

Rent control can be lodged with 
the housing administration. More- 
over, if necessary control over the 
allocation of building materials 
may be continued. 


Potomac Edison Pfd. 
Placed on Market 


A banking group headed by W. 
C. Langley & Co. and The First 
Boston Corp on Jan. 18 offered 
63,784 shares of 3.60% cumulative 
preferred stock (par $100) of The 
Potomac Edison Co. The stock is 
priced to the public at $101.75 per 
share plus accrued dividend. 

The offered shares are subject 
to prior right of holders of the 
7% and 6% preferred stocks of 
the company to take these shares 
under an exchange offer on a 
share for share basis, plus a cash 
adjustment. 

The new preferred stock is be- 
ing issued for the purpose of re- 
financing the company’s. out- 
standing 7% and 6% preferred 
stocks at a lower dividend rate. 

The stock may be redeemed on 
30 days’ notice at $106.75 per 
share to and including Feb. 1, 1951 
down to $103.75 per share after 
Feb. 1, 1956. 

The principal business of the 
company and its subsidiaries is 
the production, distribution and 
sale of electric energy in Mary- 
land, Virginia, West Virginia and 
Pennsylvania. Consolidated net 
income of the company and sub- 
sidiaries for the nine months end- 
ed Sept. 30, 1945 amounted to 
$783,089. For the year ended Dec. 
31, 1944, net income aggregated 
$1,010,680. 


New York Stock Exchange 
Weekly Firm Changes 


The New York Stock Exchange 


has announced the following firm 
changes: 


Transfer of the Exchange mem- 
bership of Edmund T. Tweedy to 
Walter D. Floersheimer will be 
considered by the Exchange on 
Jan. 31. 

Transfer of the Exchange mem- 
bership of William T. Emmet to 
John P. Cronin will be considered 
on Jan. 31. Mr. Cronin will con- 
tinue as a partner in Hilbert & 
Co. 

Privilege of William F. O’Con- 
nor to act as alternate on the floor 
of the Exchange for Garrow T, 
Geer, Jr., was withdrawn on Jan. 
21 and the firm of Geer & O’Con- 
nor was dissolved, 


W. C, Langley & Go. to 
Admit John H. Goodman 


W.C. Langley & Co., 115 Broad- 
way, New York City, members of 
the New York Stock Exchange, 
will admit John H. Goodman to 
partnership in the firm effective 
today. Mr. Goodman has been 
with the firm for many years as 
effice manager. 
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The municipal bond market 
continues to move in one direc- | 
tion, meaning toward a | 
jevels, and the available evidence | 
suggests that the uptrend is not) 
jikely to be arrested, unless and | 
until some bearish development | 
comes into being. At the moment, | 
of course, all factors, current and | 
foreseeable, appear to be in favor) 
of a higher price level. 

Perhaps the most “bullish” force 
js contained in that portion of 
President Truman’s address to 
Congress pertaining to the tax 
outlook. In this regard, the Presi- 
dent expressed himself as being 
opposed to any further tax cuts In | 
the immediate future. The present 
Yevels, he said, should be main- 





tained at least throughout. the 
1947 fiscal year. 
Accordingly, and assuming 


that Congress will go along 
with Mr. Truman’s recommend- 

’ ation, the prospect is that the 
present value of the tax-exempt 
feature on municipals will re- 
main undiluted for an extended 
period. This circumstance, along 
with several other favorable 
factors, will very iikely add 
further force to the arguments 
in favor of the current high 
levels of municipals and even 
the possibility of a further nar- 
rowing of yields. 

Regardless of the factors in- 
volved, it is evident that dealers 
are becoming increasingly eager 
to acquire issues put up for sale, 
with the result that they are being 
hard-pressed to outbid their com- 
petitors. Naturally, their enthusi- 
asm quite evidently reflects the 
temper of demand from invest- 
ment sources, which appear to be 
engaged in a sharp scramble to 
acquire available paper. The 
word “available,” incidentally is 
used advisedly, as the supply of 
bonds is being rapidly reduced in 
proportion to the demand. 

The truth of the matter is that 
the character of bidding on re- 
cent issues would indicate a 
widespread view that (1) the 
general level of interest rates is 
destined to undergo a further 
revision downward, and (2) 
that it will be a long time be- 
fore the volume of municipal 
financing attains the expected 
peacetime proportions. 


As to the first point, proponents 
seemingly find ample evidence in 
the course of the government 
bond market, which continues to 
reflect opinion of investois that 
there is small hope of the Treas- 
ury reversing its policy of finan- 
cing its monetary requirements on 
other than a low interest rate 
basis. This applies, of course, to 
the prospective refunding opera- 
tions, as there is small likelihood 
of any new money financing for 
some time. Thus investors are ac- 
quiring as much of the relatively 
high coupon, long maturity bonds 
as are available, thereby forcing 
the price level to constantly 
higher ground. It follows, natur- 
ally, that the fully tax-exempt 
municipals become the more at- 
tractive and, on a relative yield 
basis, their present price level is 
amply justified. 

Aside from the interest rate 
angle, there is the further ques- 





pal price structure and, at this | 
writing, there is nothing to in- | 
dicate an imminent reversal of 
form. 


Supreme Court Decision Seen 
Favorable to Tax-Exempts 


Last week’s decision of the 
Jnited States Supreme Court up- 
wolding the right of the Federal 
szovernment to levy an excise tax 
yn the sale of bottled mineral 
water by the Saratoga Springs 
authority, N. Y., had virtually no 
»ffect on the municipal bond mar- 
<et. 

The impact, if such it may be 
called, was limited to a small de- 
sline (about *4s of a point) in the 
yuotation of bonds of various au- 
cnorities, all of which was quickly 
cecouped following an analysis of 
both the ruling and dissenting 
»pinions. These indicated that 
cnere was no tendency on either 
side to question the tax-exempt 
,catus of the bonds of existing au- 
thorities or of States and local 
governments per se. Actually, the 
language contained in the con- 
clicting opinions was construed in 
legal circles as giving the strong- 
est possible backing by the court’s 
present personnel to the constitu- 
uonal immunity of municipals 
‘rom Federal taxation. 


It may be said in passing, 
however, that the prevailing 
opinion of the court may have 
a salutary effect in discouraging 
either the States or municipal 
units from grossly distorting the 
municipal ownership principle. 
In other words, there must and 
should be a limit to the excur- 
siens of government, regardless 
of level, into fields which are 
properly occupied by private 
enterprise. 


Buffalo Sewer Authority 
Bonds Seen “Gilt-Edged” 


The current issue of the Buffalo, 
N. Y. “News Letter,” prepared by 
City Comptroller George W. Wan- 
amaker, is devoted to a discussion 
of the Buffalo Sewer Authority 
and contains the statement that 
the “City Comptroller has no hes- 
itancy in saying that the author- 
ity’s bonds are gilt-edged invest- 
ments.” 

The sewer authority, it is noted, 
was created by the State legisla- 
ture in 1935 and empowered to is- 
sue up to $15,000,000 bonds. Of the 
510,365,000 sold, a total of $8,867,- 
J00 were outstanding on July 1, 
1945. Of interest to bondholders, 
Mr. Wanamaker writes, is that the 
agency has on hand a reserve of 
$718,374 for future payment of 
principal. 


Although a separate corporate 
entity, the authority is closely 
connected with the City of Buf- 
falo in that its revenues are 
collected from the latter’s tax- 
payers. Its sources of income are 
two-fold: (1) sewer rental 
charges based on water con- 
sumption, and (2) a sewer 
rental based on assessed valu- 
ation of real estate. While tax- 
exempt realty in the city is not 
subject to the sewer rent based 
on valuations, the Comptroller 
notes that perhaps this defect 
could be remedied, but appro- 





tion of just when there will be 
any material improvement on the 
supply side of local government 
obligations. This will depend in 
important measure, of course, on 
the rapidity with which the cur- 
rent growing impasse in manage- 
ment-labor relations is corrected. 
The longer that men and materials 
remain idle due to strikes, the 
Jess chance there is for any sub- 
stantial measure of improvement 
‘in the volume of bonds reaching 
the market. 
In short, the twin favorable 
factors of interest rates and 
' supply are presently exerting 
their full effect on the munici- 


Rene 


priate legislation might be re- 
quired. 


In discusing the authority’s re- 
nort for the fiscal year 1944-1945, 
Mr. Wanamaker observes that ex- 
penditures were  $1,565,747.25, 
while revenues aggregated $1,- 
585,482.11, leaving a net surplus 
of $20,000 after allowing for a 
war emergency bonus to em- 
ployees of $50,000. 

The city’s chief fiscal officer 
pays tribute to the excellent 
physical condition of the sewer 
authority’s facilities, including the 
disposal plant, describing them as 


Unscrambling Pittsburgh Railways 


(Continued from page 377) 


“not m the public interest,” and 


guarantees of lease performance|as such come properly under the 
and the fixing of liability for| purview of the Securities and Ex- 


(axes upon Philadelphia Company. 
2. Tne publication, in January, 


port holding tne corporate rights 
and identities of the underliers 
as legally “unassailable” and rec- 
ommending dismissal of the City 
of Pittsburgh’s petition to bring 
all properties under blanket juris- 
diction of the court. The court 
dismissed the city’s petition. The 
city appealed, and the matter now 
rests in the Third Circuit Court 
of Appeals, Philadelphia. 

3. The filing of a bondholders’ 
petition and the hearing thereon, 
in October, 1945, asking the court 
to appoint an investigator to ex- 
amine the relationship of Phila- 
delphia Company to Pittsburgh 
Railways Co. with a view of de- 
claring the latter an integral part 
of the former. Should such an 
opinion be affirmatively estab- 
lisned, it would immediately pose 
the question of subordination of 
all of Philadelphia Company’s 
holdings of system securities. With 
certain reservations and stipula- 
tions, the court has ordered such 
an examination. 

4. From an operational stand- 
point, the completion of delivery, 
in 1945, of 100 additional P.C.C.- 
type cars, bringing the total up 
to 566, numerically and percent- 
agewise the world’s largest fleet 
of street-car streamliners. 

5. The maintenance of gross 
and net revenues at satisfactory 
levels. Street railway passenger 
revenues have exceeded $20,000,- 


000 annually in 1943, 1944 and 
1945, compared with a low of 
$11,261,000 in 1933. The end of 


the war has not materially ad- 
versely affected traffic volume, 
which, in the Pittsburgh area, is 
primarily dependent upon general 
business activity. The production 
of steel and coal is as basic in 
peace as in war. 

6. The fact that, since mid-1938, 
the trustees have made no pay- 
ments in respect to interest or 
lease-rentals on system securities 
other than meeting debt service 
on outstanding car-trust certifi- 
cates. The result has been a steady 
accumulation of cash now under- 
stood to be in excess of $20,000,- 
000 and increasing, roughly, at the 
rate of about* $3,500,000 per year. 
This is greatly in excess of the 
rate of accrual on all outstanding 
publicly held securities. 

The time element appears 
strongly to favor the patient but 
temporarily impoverished secur- 
ity holders. 

The consensus of opinion among 
economists and business men is 
that idle cash serves no good pur- 
pose. Its retention, as a frozen 
asset, earns no income. To the 
extent that interest is foregone, it 
may properly be regarded as an 
item subject to negative depre- 
ciation. At the same time claims 
against Pittsburgh’s cash are ac- 
cruing according to contractual 
schedules. The Pennsylvania Pub- 
lic Utility Commission has, from 
time to time, indicated that earn- 
ings of 6%, 7% and “sometimes 
more” are a fair return on in- 
vested capital. Earnings of 6% 
on $20,000,000 would add $1,200,- 


000 annually to revenues. The 
company is not receiving the 
earning power of its impounded 
cash and security holders are re- 
ceiving no income. The situation 
may be logically considered as 





an evidence of good management 
that all physical properties were 
reappraised for insurance pur- 
poses. 

The authority under the 
chairmanship of Henry W. Keit- 
zel, says Mr. Wanamaker, “has 
functioned efficiently and in the 
public interest, availing itself of 
the opportunity of reducing ex- 








“magnificently maintained.’ In- 
vestors, he Says, wi vegaid it as 


penses by using existing city 
services wherever possibie.” 


change Commission under Section 
11-E of the Holding Company 


1945, of the Special Master’s Re-| Act. 


A Suggested Plan 


When Philadelphia Company, 


two years ago, acknowledged ana | 
published the principle that the| 


acquisition by it of publicly-held 
securities provided tne most log- 
ical and practicable solution of 
the system tangle, it specified cer- 
tain intermediate steps which it 
considered necessary to be under- 


taken. These were: (a) an esti- 
mate of the available cash, (b) 
determination of the amounts 


which creditors and security hold- 
ers would be entitled to receive, 
(c) the development of data for 
establishing prices to be offered 
for securities held by the public, 
and (d) the ascertaining of what 
regulatory approvals, if any, 
would be required. 

It may be observed that the 
first three factors above are sub- 
ject to constant variability. Time 
marches on. The “available cash” 
increases month by month, as do 
the delinquent claims of the se- 
curity holders. Open market 
prices for outstanding securities. 
which necessarily bear impor- 
tantly upon the success of any 
offer to purchase, have a way of 
changing as they reflect shifting 
investor opinion. 

Only by devising a somewhat 
flexible formula that may ‘be 
equitably applied over a reason- 
ably extended time may a prac- 
ticable approach be made to the 
problem. 


In the bleak absence of a 


constructive proposal from the |Company’s guarantee total $1,125.- 


sources most concerned, it is the 





purpose of this report to sug- 
gest a program which may con- 


tain at least the initial elements 
of feasibility. It is necessarily 
arbitrary, but is based upon a 
fair and reasonable considera- 
tion of the many factors in- 
volved. 


If the Philadelphia Company, 
which now owns, in the aggregate, 
about 64% of all system securi- 
ties exclusive of its 100% own- 
ership of Pittsburgh Railways Co.., 
is to become the sole owner of 
the system, then consideration 
need be given only to the minority 
public holdings. Once wholly 
owned, the system’s internal ac- 
counting is of no further interest 
to the public. 


This discussion, then, has to do 
with the formulation of a possible 
basis for an “offer to purchase.” 


The proposals herein ad- 
vanced are based on the pre- 
mise that acceptance of any 
offer would be optional with 
the security holder. If he 
should deem it unfair as it 
would apply to his particular 
holdings, he may merely refuse 
to sell or exchange. As a prac- 
tical matter, however, it ap- 
pears reasonable to assume that 
a substantial amount of pub- 
licly held securities could be 
thus acquired, thus simplifying 
subsequent acquisition of the 
balance. 


Treatment of “Guaranteed Issues” 

Properties of six of the 53 un- 
derlying companies are operated 
by Pittsburgh Railways Co. under 
leases which include guarantees, 
by Philadelphia Company, of full 
performance of the lessees’ obli- 
gations. Publicly outstanding se- 
curities which carry Philadelphia 


566 bonds and $9,756,600 stocks as 
follows: 


Bonds 
$980,066 Pittsburgh Railways Co. Gen. 5s, 1953 
114,000 Suburban Rapid Transit St. Ry. 6s, 1953 
41,500 Mount Oliver Incline Plane 6s, 1954 
10,000 South Side Passenger Ry. 5s, 1953 
Shares Stocks Par 
105,402 Monongahela Street Ry._.___----------------- $ 50 
60,000 Pittsburgh & Birmingham Trac.___---~------ 50 
26,155 Suburban Rapid Transit St. Ry.__.---------- 50 
1,500 - Pittsburgh Incline Plane--_--_----.-~.-..:-------- 100 
558 Mount Oliver Incline Plane______-_---------- 50 
17 Pittsburgh & Birmingham Pass. Ry.__-------- 50 
Following appointment of the| would eliminate $10,882,166 of 


trustees in 1938, Philadelphia 
Company disputed its liability, 
under its guarantees, for payment 
of the operating companies’ taxes 
on income. Monongahela Street 
Raitway Co., for itself and on be- 
half of the other guaranteed un- 
derliers, obtained a Pennsylvanzia 
Supreme Court decision validat- 
ing the guarantee and fixing the 
contested tax liability on Phila- 
delphia Company. The decision 
was accepted by Philadelphia 
Company in respect to Mononga- 
hela and, in principle, in respect 
to the other guaranteed under- 
liers. Provisions of the guaran- 
tees, which involve total annual 
fixed charges of $516,422, are be- 
ing currently met in full. Gen- 
erally speaking, the guarantees 
run for 900 years from about 1902. 


For all practical purposes, the 
securities of the so-called guar- 
anteed underliers have ceased 
to be street railway securities 
and are to be regarded as long- 
term obligations of Philadelnh.a 
Company. Thus it appears log- 
ical to set them apart and ac- 
cord them treatment which 
more realistically conforms to 
their statistical position. 

It is proposed that Philadelphia 
Company create a 442% callable 
preferred stock to be offered in 
exchange for the guaranteed is- 
sues. The exchange should not 
be made on a par-for-par basis 
but in such ratios as to preserve 
present income returns. Such a 
plan would appear fair to both 
the security holder and to Phila- 





delphia Company. Its acceptance 


onerous guaranttes and render 
immediately pratticable the car- 
rying out of -further suggested 
steps to be taken. 


-- 


Unguaranteed Securities 


Consideration of the unguaran- 
teed bonds and stocks, publicly 
held in the face amounts of $11,- 
707,600 and $4,515,250, respective- 
ly, is somewhat more involved 
due to conflicting theories of 
value and precedence. However, 
a start must be made, if only to 
serve as a basis for further dis- 
cussion. Moreover, as indicated 
above, an aggrieved holder has 
only to refuse any offer which 
he considers unsatisfactory. 


In arriving at valuations for 
specific securities, arbitrary 
weights have been given to fac- 
tors of partially segregated earn- 
ings, mortgage positions, contrac- 
tual relationships, estimated oper- 
ational importance, current mar- 
ket prices and, in two instances, 
to specific guarantees by Pitts- 
burgh Railways Co. Unless a plan 
could be produced which would 
provide full payment of all claims, 
any “straight-line” treatment 
would tend to over-valuate the 
poorer securities at the expense 
of issues of obviously better 
grade. It is conceded that any at- 
tempt at differentiation is likely 
to fall short of universal approval. 
The task is particularly difficult 
since detailed segregated earnings 
of the individual companies are 
not publicly available, and, in 





some instances, probably cannot 
be accurately calculated by Pitts- 
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burgh Railways Co. itself. Never- 
theless, from a study of the vo- 
luminous data which is accessible, 
it is possible to distinguish dif- 
fering values in certain securities 
and in groups of securities. 

It is necessary to realize that 
the physical properties comprising 
the system have long been clas- 
sified into three sub-systems 
known, respectively, as the “Con- 
solidated,” the “United” and the 
“Pittsburgh” groups. At one time, 
these were actually separate and 
independent enterprises, each of 
which operated, controlled or 
leased its individual component 
companies. Unified operation, un- 
der the direction and management 
of Pittsburgh Railways Co., dates 
back to 1902. In the interest of 
providing efficient service, there 
have developed some over-lap- 
ping of routes, pooling of facili- 
ties and a general practice of in- 
terchanging rolling stock among 
the individual companies and, to 
a lesser extent, among the three 
sub-systems. 

The Special Master’s Report, in 
commenting upon the respective 
characteristics of the three sub- 
systems, publishes significant fig- 
ures in respect to the compara- 
tive ability of the three groups to 
produce revenues: 

“An estimate of the income of 
the Trustees attributable to the 
systems of the underliers from the 
beginning of he trusteeship, 1.e., 
May 11, 1938, to Dec. 31, 1942, 
was presented as Exhibit P-39 
(R 2838). This exhibit showed, 
after allowances for construction 
work on the properties of the un- 
derliers by the Trustees, but 
without allowance for deprecia- 
tion, that the Trustees’ income 
was $6,301,049 and had been con- 
tributed as follows: 


By Consolidated and lessors- 
By United and lessors 1,369,698 
$7,788,523 
By Pittsburgh and lessors 
ideficit) ae 1,487,474 
S $6,301,049 


A comparison is also given for 
the year 1942: 


After all After all 
expenses, expenses, 
exclusive of including 
depreciation depreciation 
Consolidated $2,658.644 $1,908,745 
United os 1,105,020 481,187 
Pittsburgh  _- 344,020 36,681 
“Operating revenues of Pitts- 


burgh Railways Co. in 1942 were 
$16,098,010.” 

Although important weights 
must be accorded individual secu- 
rities throughout the list, the pre- 
ponderant earning power at- 
tributable to “Consolidated” must 
strongly and favorably influence 
consideration of the underlying 
issues of this group. 

For purposes of computation, it 
is expedient to make a certain 
basic assurrjotion. On May 11, 1946, 
Pittsburgh Railways Co. will have 
been operated under trusteeship 
for a period of eight years. While 
interest and dividend dates vary 
somewhat in respect to individual 
issues, it will suffice to assume 
an average arrearage of eight 
years in respect to the underlier’s 
charges. As earlier noted, cash is 
accumulating at a faster rate than 
the charges on publicly held is- 
sues. Hence any extension of the 
period of trusteeship tends to 
strensthen the position of the se- 
curity holder. 


Schedule of Claims and Suggested 
Valuations 


The disentanglement of a situa- 
tion as long-standing and as com- 
plicated as Pittsburgh Railways 
suggests the probability of a will- 
ingness to compromise on the 
parts of most parties at interest. 
Generally speaking, investment 
in system securities over the long 
term has been historically un- 
satisfactory. Despite the greatly 
improved present outlook, many 
holders would doubtless welcome 
an opportunity to exchange their 
commitments for a less worry- 
some type of investment. It is 
felt, from a practical standpoint, 
that an offer to purchase might 
be substantially successful if ex- 


$6,418,825 | 





Publicly Accr. Int. Percent 
Held or Total of Claim 
No. Par Value Dividends Claim Accorded 
1. Ardmore St. Ry., 5s, 1958- $556,000 $222,400 $778,400 100“ 
2. Central Traction, 5s, 1929_.---~--- 4,000 1,600 5,600 100 
3. Citizens Traction, 5s, 1927------~- 13,000 5,200 18,200 100 
4. Centra! Pass. Ry., 6s, 1924...._-_- 14,000 6,720 20,720 100 
5. Duquesne Traction, 5s, 1930__~~-~- _ 49,000 19,600 68,600 100 
6. Fort Fitt Traction, 5s, 1935__----- 724,000 289,000 1,013,000 80 
7. Milly. Etna & Ships., 5s, 1923------ 1,500 600 2.100 100 
8. Penn Street Ry., 5s, 1922___--~- 18,000 7,200 25,200 100 
9. Pittsburgh Tracticn, 5s, 1927- 7,000 2,800 9,800 100 
$1,386,500 $555,120 $1,941,620 
10. Atchison Traction ae bar! $500,000 $200,000 $700,000 100% 
11. Consolidated Traction, preferred_- 315,700 151,536 476,236 70 
12. Citizens Traction oie ES 2,605,800 1,250,784 3,856,584 100 
13. Centra! Traction - A A Se 40,600 9,744 50,344 100 
14. Duquesne Traction ta 343,250 119,400 462,650 100 
15. Pittsburgh Traction 13,500 7,560 21,060 100 
$3,818,850 $1,739,024 $5,557,874 i 
$5,205,350 $2,294,144 $7,499,494 
UNITED GROUP 
Publicly Accr. Int. Percent 
Held or Total of Claim 
No. Par Value Dividends Claim Accorded 
16. Alleg., Bellevue Pvie., 5s, 1920 $3,000 $1,200 $4,200 80% 
7. . Fed. St. Pleas. Vy., 5s, 1919--- 2,000 800 2.800 90 
18. Fed. St. Pleas. Vy., 5s, 1942_.--- 929,000 371,600 1,300,600 90 
19. Pitts. Alleg. Manch., 5s, 1930 34,000 13,600 47.600 80 
20. Second Avenue Traction, 5s, 1933 129,000 51,600 180,600 100 
21. The Seccnd Avenue Trac., 5s, 193+ 1,644,000 657,600 2,301,600 80 
y > B United Traction, 5s, 1997 a 2,859,000 1.143.600 4.002.609 50 
$5,600,000 $2,240,000 $7,840,000 
23. Fed. St. Pleas. Vy., common. $650,000 $260,000 $910,009 50% 
24. United Traction, preferred__-- 46,700 72,385 119.085 10 
$696,700 $332,385 $1,029,085 
$6,296,700 $2,572,385 $8,869,085 : 
PITTSBURGH GROUP 
Publicly Acer. Int. Percent 
Held or Total of Claim 
No. Par Vaiue Dividends Claim Accorded 
25. Pitts. Can. Wash., 5s, 1937_-- $423,000 $169,200 $592,200 100% 
26. Pitts: Craft. Mans., 5s, 192¢-_----- 22,000 8,800 30,800 80 
27. Southern Traction, 5s, 1950.-.----- 2,662,000 1,064,800 3,726,800 100 
28. Wash. El. St. Ry., 5s, 1927--------- 125,000 50,000 175,000 35 
29. Wash. & Canons., 5s., 1932_----~---- 385,000 154,000 539,000 35 
30. West End Traction, 5s, 1938_- el 854,000 341,600 1,195,600 80 
31. West Lib. & Sub., 5s, 1938 - 250,000 100,000 350,000 100 
$4,721,000 $1,888,400 $6,609,400 
TOTAL REQUIREMENTS 
As Alloted Less 25% 
Consolidated Group $7,154,023 $5,373,267 
United Group “ 5,704,102 4,278,076 
Pittsburgh Group-- 5,900,020 4,425,014 
$18,758,145 $14,075,357 
~ 


NOTES ON ALLOCATION OF PERCENTAGES 


Fort Pitt Traction, 5s, 1935, although included in the statistically strong Consolidated Group, are given a percentage 
Fort Pitt is an intermediate company deriving most of its earnings from Citizens Traction Co. ‘and its subsidiary, 


No. 5. 
rating of 80. 


CONSOLIDATED GROUP 


















































Equiv. Adj. 
Amount Market Less Market 
Required Price 25“e Price 
$778,400 140 ~- $583,800 105 
5,600 140 4,200 105 
18,200 140 13,650 105 
20,720 148 15,540 111 
68,600 140 51,450 105 
810,400 112 607,800 84 
2,100 140 1,575 105 
25,200 140 18,900 105 
9,800 140 7,350 105 
$1,739,020 $1,314,265 
$700,000 70 $515,000 52.54 
333,365 51.8 250,024 38.8¢ 
3,856,584 74 2.892.438 55.5 
50,344 62 37,758 45.5 
462,650 66 346,987 49.5 
21.060 738 15,795 58.5€ 
$5,424,003 $4,058,002 
$7,163,023 $5,372,267 
Equiv. Aaj. 
Amount Market Less Marke 
Required Price 25” Price 
$3,360 112 $2,530 54 
2,520 126 1,890 94.5 
1,170,054 126 877,540 94.50 
38,080 112 28,560 84 
180.600 140 135,450 105 
1,841,280 112 1,380,950 84 
2,001,300 70 1,500,975 52.5€ 
$5,237,194 $3,927.895 
$455,000 17.50 $341,250 13.12 
11,903 12.75 8,931 9.56 
$466,908 $350,191 
$5,704,102 $4,278,076 
Equiv. Adj. 
Amount Market Less Market 
Required Price 25% Price 
$592,200 140 $444,150 105 
24.640 112 18,480 84 
3,726,800 140 2,795,000 105 
61,250 49 45,937 36.75 
188,650 49 141,487 36.75 
956,480 112 717,360 84 
350,000 140 262,500 105 
$5,900,020 $4,425,014 


Penn Street Railway Co.) and from Allegheny Traction Co. (and its subsidiary, Millvale, Etna & Sharpsburgh St. Ry. Co.) whose 


properties are leased to Fort Pitt. 
short notice. 
No. 11. 


over, it should be considered junior to Ardmore Street Ry., 5s, 


Consolidated Traction preferred is statistically one or more steps removed from operating company earnings. 
1958, which are guaranteed, principal and interest, by endorse- 


ment, by Consolidated Traction and are, in effect, Consolidated’s only funded debt. 


Nos. 17 and 18. 


system. 
company in the group. 
No. 20. Second Ave. Traction Co. underlies The Second Ave. 
$129.000 are publicly held out of a total issue of $240,000, are senior to 


issue must ‘be regarded as 

No. 22. 
by a 
and is of indeterminate value. 
funded debt. 


statistically vex 
United. Traction, 5s, 1997, are 
general mortgage on United's properties, subject to senior liens, For the most 
: It is conceded that the estimated aggregate value of United's collateral is only a fraction of it 


‘y strong. 


" secured principally bv underlving stocks 


Fort Pitt, in turn, is operated by Consolidated Traction Co. by egreement, terminable upon 


More- 


Federal St. & Pleasant Valley Passenger Ry. Co. is generally referred to as the heart of the United sub- 
Representing the consolidation of five component companies, Federal Street is regarded us the largest and strongest 


Traction Co. The former company’s 5s, due 1933, of which 
$1.819.000 The Second Ave. 


Traction 5s, 1934. This 


and certain bonds of the sub-svstem and 


part, the collateral has no public market 


No. 23 Although Federal Street bonds are entiled to liberal consideration, it wot ld be difficult to find any asset value for 
Federal Street common. As the equity stock of a going concern, it has been ac -orded 50‘, of its total claim. 

No. 24 United Traction preferred has paid no dividends since July, 1914 Possessing no discernible investment rating, it har 
been accorded a toxen rating of 10°. 

Nos’. 25 and 31. These issues are guaranteed, principal and interest, by Pittsburgh Railwavs Co. The guarantee in respecf 
to Pittsburgh. Canonsburg & Washington, 5s, 1937, has been sustained in the Pennsylvania Supreme Court. Upon any termin- 
ation of the trusteeship. these obligation in full, would become current liabilities of Pittsburgh Railways Co. 

No. 27. Southern Traction, 5s, 1950, are the senior lien of Pittsburgh Railways Co The morigage is tightly drawn anc 
includes an important ‘‘after-acquirea clause. which, among other specifications, includes ‘rolling stock” as coming under it 
lien. Should this provision be judicially established, holders of Southern Traction ponds believe, and probably with cause, tha’ 
Pittsburgh Railway Co.'s equity in its extensive rolling stock would amply cover this issue 

Nos. 28 and 29. These bonds are liens on suburban trackage which was recommended for abandonment in the Trustees 
1°49 Plan of Reorganization. The properties are not essential to unified operation. Moreover, the leases under which the prop 
erties are operated expired in 1943. A logical treatment would be to turn the properties over to the bondholders. The percentag 
rating of 35 provides for an offer slightly in excess of the interest arrearage. 


tended now. for cash atastraight- , Company of all or most all of the¢ 


line discount of 25% from the 
comparative valuations suggested | 
in the following tables. This, | 
however, is purely a matter of | 
conjecture to be weighed against | 
conditions and circumstances pre- 
vailing at the time when, and if, | 
an offer to purchase may be forth- 
coming. 


For comparative purposes, the 
two right-hand columns in the) 
tables below have been adjusted | 
to reflect such a straight-line dis- 
count offer to purchase. 

Notes on Allocation of Percent- 
ages 
Cenclusions 

The alternative sums indicated 
in this report as necessary to 
provide the basis for an offer to 
purchase are not visionary goals 
of the future. There is reason to 
believe that these sums are or 
could be made presently available | 
for the purpose suggested. 

Acquisition by Philadelphia 





}terests might 


_ spective securities to appraisal. 





publicly outstanding securities 
would immediately stop the obli- 
gation ef meeting further accruals 
on the issues so acquired. Once 
owning all or a large majority of 
all securities represented in the 
system, Philadelphia Company 
could subsequently bring about 
the merger, dissolution, recapital- 
ization or sale of Pittsburgh 
Railways Co. and the underliers 
in such manner as its best in- 
indicate. In the 
event of a final disposition, mi- 
nority “hold-outs” would have the 
legal recourse of taking their re- 


The alternative is far from dis- 
couraging from the _ investor's 
viewpoint. Within a relatively 
short time, under a continuation 
of present conditions, impounded 
cash is likely to be sufficient t 
meet all public claims in full, at 


par and accrued, regardless of 
conflicting theories of compara- 
tive merit. 





W. H. Kennedy Heads 
NYSE 25-Yr. Club 


William H. Kennedv, a Super- 
vicor on the tracing floor of the 
New York Stock Exchange and ar 
emnloyee of the FExchenge since 
1917. was elected President of the 
Quarter Century Club, succeed- 
ing in that position John C. Korn. 
Acting Secretary of the Exchange. 
The Exchange’s Quarter Century 
Club comprises an active mem- 
bership of 132 employees and 35 
retired employees. 

Frederick A. Knoble, Plant 
Manager of the New York Quota- 
tion Company, a subsidiary of the 
Exchange, was elected Vice-Pres- 
ident; John S. Grogan, a Floor 
Reporter, and Harry C. Jacobs, a 
Supervisor, were elected Secre- 
tary and Treasurer, respectively. 

Oscar Lassen, head carpenter of | 
the Exchange, is the senior mem-' 
ber of the club in age and length 
of service. He is 85 years old and, 
in May, will complete 51 years of 


‘continuous service. 





s . . 
Ohio Municipal 
Comment : 
(Continued from page 381) 4 
100.68; on 7/9/45 Ravenna 
Township School District, Por-. 
tage County, sold $75,000 due 
1946-65 as 1144s at 100.35; on 


7/27/45 $100,000 Galions due 
1947-71 seld as 14s at 100.55. 


Market Apparently Still Not as 
High as Last Year’s Peak 


Thus, despite all the lamenta-~ 
tions heard today: about current 
high prices, the facts appear to 
show that at least Ohio issues 
were selling at even higher prices 
for a period of several months in 
1945. ' 

Possibly one reason current 
prices are astounding many peo- 
ple, investors and dealers alike, is 
the fact that practically every- 
body, investors and dealers alike, 
were about unanimous in expect- 
ing the municipal market to re- 
cede to lower levels when the war 
ended and taxes were reduced 
and subdivisions began issuing 
bonds again in greater volume. 
Actually, the market did recede 
materially last August, Septem- 
ber and October, because of the 
unanimity of such expectations, 
but instead of continuing to re- 
cede, or even to stay at the lower 
level reached then, the market has 
indeed climbed back practically 
to the peak levels reached last 
year. 

In fact, the municipal market, 
in Ohio as elsewhere, has shown 
such strength that, while we 
studiously refrain from predicting 
(especially in writing) what prices 
will do, we should certainly not 
be surprised to see new all-time 
high price levels established in 
Ohio municipals before this col- 
umn appears again next month. 


Supply of New Ohio Issues Is 
Increasing, But Prices Still 
Rising ; 


Then. strength in the market 
may appear the more amazing be- 
cause it became more pronounced 
at just the time that the volume 
of new issues of Ohios began to 
increase materially. In the current 
month of January, 25 subdivisions 
have scheduled sales of new‘ is- 
sues of bonds the total par value 
of which is $6,147,000. This is a 
larger number of sales than the 
Ohio market has seen in one 
months for several years. More- 
over, the total amount of bonds 
to be absorbed by the Ohio mar- 
ket is larger than in any similar 
period for some time, because 
most of this $6,147,000 of bonds 
sold in January is made up of is- 
sues that do not enjoy the market- 
ability necessary to be sold out- 
side Ohio in volume. By contrast, 
a total of over $7,000,000 of Ohios 
was sold in October, 1945, but af 
this total $3,000,000 were Cincin- 
natis and $2,000,000 were Daytons, 
both of which issues probably 
sold better outside Ohio than in 
the state. 


One final comment about 
present market conditions is a 
suggestion to investors that they 
consider the small difference 
that exists today between yields 
on short maturities and yields 
on long maturities. It seems 
that the rise in prices has been 
most pronounced in long ma- 


turities. WVields have declined 
on all maturities, it is true, 
but it would appear that 


the decline has not been as pro- 
nounced on maturities up to 5 
years as on maturities around 
15 to 20 years. 

It would seem advisable for in- 
vestors, especially bankers, to give 
considerable thought to the advis- 
ability of stretching out into 20 
year maturities when the yield 
on such long commitments is only 
.25% or .40% more than the yield 
on a 5 year commitment—as 
seems more and more to be the 
case today. 
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High-Level Employment— 


A Challenge to Retail Distribution 


(Continued from page 374) 


the actual figure for November 
was 1,600,000. In November there 
were 51,900,000 employed, about 
half a million more than in No- 
vember, 1944: and at the same 
time some 700,000 vacancies were 
listed with the employment of- 
fices. So long as economists and 
statisticians are unable to hit the 
mark more exactly, from the 
standpoint both of numbers and of 
timing, with their estimates of the 
size of the labor force, the number 
of jobs, the number of unem- 
ployed, and so on, it is downright 
silly to think that full employ- 
ment can be assured by the kind 
of government planning envisaged 
in the original Murray Bill. 


The Meaning of Full Employment 


What do we really mean by 
“full employment’? The concept 
of full employment has gathered 
its present emotional momentum 
primarily because the shocking 
unemployment of the 1930’s was 
finally succeeded by the spectacle 
of full employment in a war econ- 
omy. The marked contrast be- 
tween the unemployment of the 
1930’s and the full employment of 
a war economy has caused many 
people to subscribe to such state- 
ments as the following (the quo- 
tation is from a spokesman for a 
responsible labor group): 

“Our experience in war produc- 
tion has shown that in America 
we can have an economy of abun- 
dance. It has shown that in pro- 
ducing for war we can reach an 
annual income of 200 billion dol- 
lars. The same manpower, the 
same plant and equipment and 
the same know-how can produce 
just as abundantly for peace.” 

Literally, of course, we do not 
re lly want the kind of full em- 
plicyment that characterizes a war 
economy. What we get in war is 
not merely full employment; it is 
overemployment. In the United 
States sevéral million people have 
been employed, including younger 
persons, older persons, and house- 
wives, who ought not to remain 
indefinitely in the labor force. 
Furthermore, the hours of labor 
in numerous industries have been 
longer than is socially desirable. 
The community could not main- 
tain this employment pace indefi- 
nitely. Wartime employment is 
like the 100-yard dash, which can 
be performed at a much faster 
pace than the mile run. The large 
volume of wartime production 
was obtained at a substantial dis- 
regard of costs and various other 
‘obstacles which normally limit 
output. It is impossible to see 
how similar conditions of produc- 
tion could be maintained in a 
peacetime economy which pre- 
served any reasonable freedom of 
choice. 

Probably litera! full employ- 
ment never can be achieved ex- 
cept for limited periods, but if 
business does ndét succeed in pro- 
viding a number of jobs that can 
be characterized as high-level em- 
ployment, and does not succeed 
in keeping that number of jobs 
reasonably steady —in other 
words, if business does not make 
a pretty good show of overcom- 
ing mass unemployment—then we 
had better be prepared for gov- 
ernment intervention of a much 
more drastic sort than that con- 
templated in the Murray Bill. 


The Place of Retail Distribution 
in Supplying Jobs 


Now, where does retail distribu- 
tion fit into this picture? First of 
all let's keep before our minds 
ene important fact, which some 
of the economic planners are 
prone to forget, namely, that fac- 

provide only about 25% of 

. The rest are provided by 
retail and wholesale distribution, 
transportation, all the variegated 
service industries, agriculture, the 


= « 


: 








professions, entertainment, the 
arts, and so on. It is well recog- 
nized that as any civilization ad- 
vances, there is a marked shift in 
employment away from agricul- 


tural pursuits into industrial oc- | 


cupations. It is perhaps not quite 
30 well recognized that as a civili- 


zation continues to advance there | 
from | 


is likewise a shift away 
strictly manufacturing activities 
into distribution, service, and pro- 
fessional activities. 
shift has been taking place in this 
country for many years. During 
the war years the trend was ob- 


scured. There was a net decline | 
in those years of something like 


half a million in the total number 
of all kinds of business establish- 
ments, and this net decline was 
almost wholly in the ranks of the 
‘rade and service industries. Fur- 
thermore, many going enterprises 
n the distribution and service 
trades were largely denuded of 
nanpower during the war. All 
this means that presently we are 
zoing to find a marked increase 
both in the number of concerns 
in the distribution and service 
trades and also in their total num- 
oer of employees. Many return- 
‘ng veterans will enter these 
fields with new business ventures, 
and many persons formerly em- 
vloyed in war plants are going 
9xack to selling shoes or furniture 
w dispensing gasoline from fill- 
ing stations. 

In the course of my work I talk 
2very day with men who are just 
getting out of the services, mostly 
Army and Navy officers, who are 
seeking to pick up their inter- 
-upted civilian careers. For the 
most part these are men of abil- 
‘ty and outstanding personality, 
with excellent war records; and, 
rankly, I am disappointed to note 
how small a proportion of these 
nen evince any interest in the 
field of retail distribution. Un- 
questionably part of the difficulty 
is in the salary and wage level. 
Between 1940 and the middle of 
1945, average weekly earnings in 
manufacturing industry increased 
30%. It is highly probable that at 
all levels of compensation in re- 
tail distribution there will have to 
be a stepup in the post-war years. 

But all these matters, important 


as they are, have to do only with 


the direct responsibility of retail 
distribution for providing jobs. 
Even though the quota of jobs in 
retail distribution will normally 
tend to increase, for the reasons 
that have been indicated, it is 
not the direct job-giving function 
of retailing that is most important 
for the achievement of high-level 
employment. For more important 
is the contribution which distribu- 
tion, and especially retail distri- 
bution, can make indirectly to 
high-level employment; and it is 
on the analysis of that indirect re- 
sponsibility of retail distribution 
for high-level employment that I 
want especially to focus your 
thought. 

What are the necessary eco- 
nomic conditions for high-level 
employment, and how can retail- 
ing work toward the realization 
of those conditions? 

High-level employment re- 
quires, first of all, an expanding 
economy. If we are not going 
ahead to larger volume of produc- 
tion, larger national income, 
greater variety of goods and serv- 
ices, improved qualities of goods, 
enhanced conveniences and com- 
forts, and higher standards of liv- 
ing, we may as well give up any 
hope of ever achieving high-level 
employment. If, instead of in- 
*reasing the total size of the pie, 
we continue to devote a large part 
xf our efforts to quarreling over 
‘he size of the respective slices 
taken by labor, agriculture, and 
~wrers of enterprise, we may as 
well abandon any hope of stabiliz- 


This kind of | 


ing employment without  sur- 
rendering freedom. 

One of the first contributions 
which retail distribution can make 
to an expanding economy is to 
expand itself. The present plant 
and organization of retail dis- 
tribution is inadequate to the bur- 


den which a larger volume of pro- | and a 
‘smart people in retail distribution. 


duction and higher standards of 
living are inevitably going to 
| place on it. 1 don’t think that re- 
'tailers generally appreciate the 
significance of the sharp upward 
trend in the total volume of re- 
| tail sales. 
retail sales was 49 billion dollars. 


billion dollars in the great depres- 
sion. 


| 63 billion; in 1944, 39 billion, and 
the 1945 total undoubtedly sur- 
passed this figure. 

That is all very well, you say, 
| but those are wartime figures; 
‘and this is the post-war period, 
}and surely there is going to be 
'some kind of drop-off. or read- 
justment. No doubt there will be 


‘at some future time a period of | 


readjustment — deflation, if you 
_will—but that period is not in 
|sight today. Let’s take a look at 
'a few figures. Total income pay- 
iments in 1945 were close to 160 
| billion dollars, considerably more 
|} than twice as great as the prewar 
11939 figure. In 1946 total income 
| payments will probably decline to 


| spect 
In 1929 the volume of | 
'of materials may hold up the job 
Then it dropped off to only 25) 


By 1941 it was back to 55) 
billion: in 1942. 57 billion; in 1943, | 


| which date back to the depression 





ithe vicinity of 142 billion, but be- 
'cause of the reduction in personal 


|income taxes, disposable income | 


| will be only 5% or 6% lower; and 


|hence there is every probability 
that in 1946 people will actually 
‘spend more than they did in 1945. 
| This does not mean that they 
| will be spending out of accumu- 
‘lated savings. It simply means 
| that they will not save so large a 
|}part of their incomes as they 
j}have been saving during the war 
|'years. The total volume of con- 
sumer goods and services for 1944 
was approximately 98 billion. dol- 
lars, Which in comparison to the 
disposablé income figure of 138 
billion dollars indicates savings 
of 40 billion. For 1945 the vol-‘ 
ume of consumer goods and serv- 
ices was undoubtedly somewhat 
higher, probably at least 100 bil- 
lion dollars; and savings were 
very, likely a little lower, since 
total national output in 1945 was 
probably a little under the. figure 
for 1944, the most recent estimate 
being 196 billion dollars as.com- 
pared with 198 billion. But what- 
ever the savings figures were in 
1945, almost certainly people are 
not going to be willing to save so 
much in 1946 as they did in either 
1945 or 1944. Retail sales typically 
amount to about 69% or 70% of 
consumer goods and _ services. 
Hence retail sales in 1945 quite 
possibly topped 70 billion dollars, 
}and the reasoning just presented 
indicates that retail sales volume 
in 1946 will be higher than in 
| 1945, assuming always that pres- 
|}ent bottlenecks created by labor 
'and pricing difficulties are suf- 





| tant 
| tion and demand creation. 
i|fallacy to believe, as apparently 
|some economists do, that the de- 





|ficiently overcome to permit a 
| reasonable flow of goods. 


;}tain in 1947. 
} 


| Period of Deflation Not in Sight 


| Again I repeat, the period of 
| deflation is not now in sight. That 
'does not mean that such a period 
| will not come, and that it will not 
' bring many problems with it. In 
/such a period there will undoubt- 
| edly be a decrease in the volume 
| of goods and services sold at re- 
) tail, but all our past experience 
| indicates that after such a period 
, the community will again rise to 
| new levels of output and con- 
|Sumption. Don’t forget that the 
| population of this country is in- 
creasing. It has now reached 140 
million, and during the war years 
there has been a marked increase 
jin the birth rate. Some of the 
| statisticians who have been pre- 
dicting an early levelling off of 
total population will perhaps have 
to revise their estimaets. The 
| long-run American trend is still 
upwards. 


Much | 
| the same situation is likely to ob- | 





Enlargement of physica] facili- 
ties is only one aspect, however, 
of the expansion which retail dis- 
tribution must undertake as part 
of our expanding economy. Even 
more important, and actually 
much more difficult, is the expan- 
sion of organization. We need a 
lot of new people and a lot of 


Getting these people is not merely 


'a matter of selection and train-| 


ing; it is a matter of making re-| 
tail jobs more attractive with re- 
to opportunities for ad- 
vancement. Although shortages 


of physical expansion, there is 
nothing holding up the job of or- | 
ganization expansion. In fact, this 
is the golden opportunity. The) 
best personnel material in the 
world is coming out of the armed 
services right now. 

Today retailers have no diffi- 


/culty in selling all the goods they 


can obtain, because we are in a 
“catching-up” period, a period in 
which we have to make good 


not merely the consumption de- | od, 
‘ume of the distribution job has 


war years but 
deficiencies 


ficiencies of the 
older consumption 


the 1930’s. Gradually, | 
however. this. situation will 
change. First of all, of course, | 
the consumer will begin to insist 
on better quafity than has been 
available during the years of re- 
stricted production. And then in 
the not-too-distant future there 
will come a time when the chief | 
deficiencies have been made up, 
and there will devolve on re- 
tail distribution a very impor- 
task of demand stimula-| 
It isa 


years of 


mand is automatic if the income 
is available. Increased standards 
of living do not happen auto- 
matically; and don’t suppose for a 
moment that it takes merely ad- 
verti8ing and selling to raise 
standards of living. Far more im- 
portant is a sound program of | 
creative merchandising to develop 
new goods, new ways of using) 


»goods, new and higher standards | 


of living. 

Just consider the fact that, as) 
compared with prewar standards | 
the high level of consumption | 
which must accompany high-level | 
employment in the post-war pe- | 
riod means percentage increases | 
in spending of such an order as} 
74% for food, 80% for housing, | 
fuel, light, and refrigeration, 105% 
for clothing, 135% for automobile | 
transportation, 106% for house- | 
hold operation, 121% for furnish- | 
ings and equipment, 155% for'| 
recreation, and so on. (These fig- | 
ures are based on Studies of the) 
U. S. Department of Agrciulture | 
and the U. S. Department of La- | 
bor, “Studies of Family Expendi- | 
tures and Savings in Wartime.’”) | 
After the ‘“catching-up” period 
has passed, these levels of con- 
sumption will not be attained 
without the exercise of a highly 
imaginative type of merchandis- 
ing and sales promotion, utilizing 
all the amazing scientific devel- 
opments of the war period for the 


'creation of new merchandise and 
new ways of living, scouring the 


markets of the world by airplane 
transportation, and presenting the 
goods by radio and television. 


Study of Consumer Demands 


The merchandising and promo- 
tion necessary for high-level con- | 
sumption also will require much | 
more careful and comprehensive 
study of consumer demand than) 
is currently undertaken by most 
retail enterprises. Although de-| 
partment stores, for instance, 
have long thought of themselves 
as purchasing agents for the con- | 
sumer, actually in proportion to. 
their sales the amount which they 
spend for consumer research is far | 
lower than that of most other | 
types of enterprise. A further 
important way in which retail 
distribution can assist in expand- | 
ing the American economy is by | 
becoming more efficient. Becom- | 
ing more efficient means pri- 


|hand, Professor Slichter 


ino 


tion. 


marily increasing the productivity 
of personnel, and incidentally of 
space. It is almost superfluous to 
remind you of the part which in- 
creased manufacturing efficiency 
has played in expanding the 
American economy and creating 
higher standards of living. Dur- 
ing the four decades between 1899 
and 1937 the number of persons 
in this country engaged in all 
manufacturing industries com- 
bined ruughly doubled, but in this 
same period there was a four-fold 
increase in output. In other words, 
there was a decline during the 38 
years of 50% in the number of 
workers employed per unit of 
product; that is, manufacturing 
productivity increased 100% from 
the turn of the century to the pe- 


riod just prior to the outbreak of 
World War II. 


In the distribution 
of goods and services, on the other 
is the 
authority for the statement that 
there has been no increase over 
the last 60 years in productivity 
per capita of persons employed. 
Over this period, while the vol- 


grown it has steadily required 


| more people to handle it; and the 


increase in the size of the job and 
the increase in the number em- 
ployed in distribution have run 
just about neck and neck, with 
increase in over-all produc- 
tivity. Basically, the reason for 
this situation is familiar to all of 
us, namely, that we have not yet 
applied the power of the machine 
to the job of merchandise distrib- 
ution. 


Retail Unionization and 
Productivity 

Wevertheless it is high time 
that distribution made some ad- 
vances on the productivity front. 
One factor pushing in the direc- 
tion of increased technological ef- 
ficiency in distribution will be the 
continued trend toward unioniza- 
tion. Just as the wage demands 
of organized labor have forced 
manufacturers in the direction of 
technological improvement, so the 
increased trend toward unioniza- 
tion in distributive occupations 
will have a similar consequence. 
Increased productivity of indus- 
try is at bottom the chief basis for 
the advancing wage level, and 
distribution is at least to some ex- 
tent in competition with manu- 
facturing for its labor force. 

Therefore I think we had bet- 
ter examine every ~ possibility 
thst exists for applying machines 
and technology to all the parts of 
the distribution job that do not 
involve actual contact with the 
customer; this means primarily 
all the functions of merchandise 
handling and record keeping. And 
I think also that we had better 
re-examine the possibility of ex- 
tending more widely the use of 
automatic vending machines to 


‘handle actual sales transactions. 


The growth of this method of mer- 
chandise distribution has been 
slow, and there seems to be some 
very obvious limitations: but with 
all the technological developments 
of the wartime years we may 
find more possibilities opening up. 

Quite another line of develop- 
ment which promises to help raise 
productivity in distribution is 
along the lines of further integra- 
Such few reductions as have 
been achieved in distribution costs 
here and there over the past 25 


'years have been mainly attribu- 


table to integration of functions. 
Up to this time the chief appli- 


‘cations of this integration prin- 


ciple have appeared in combina- 
tions of the retailing and whole- 
Saling functions; but more and 


-more concerns today are turning 


their attention to the possibility 
of applying this same integration 
principle to the relations between . 


,distributors and manufacturers. 


For the most part, such applica- 
tions of the integration principle 
at the level of manufacturer-dis- 


_tributor relations presumably will 


take the voluntary rather than 
the corporate form. 

There may be possibilities also 
for increased distributive effi- 
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ciency in further extension of 
what used to be called, rather dis- 
paragingly, “scrambled merchan- 
dising.” It is now commonplace 
for the five and dime operators 
to sell radios; automobile tire 
stores apparently are going to 
sell refrigerators; and it has been | 
reported that filling stations will | 
be utilized, in one instance, at 
least, as order offices for mail or- 
der concerns. No doubt many of 
these scrambled merchandising 
ventures will turn out less suc- 
‘cessfully than their sponsors hope; | 
but this is an area of exploration 
in which smart ing around. 


ought to keep poking around. 
Don’t forget what a revolution in 
the publishing and distribution’ of 
books, with marked benefit to the 
public, was brought about by the 
chance remark commonly attrib- 
uted to Al Smith: “Who the hell 
ever goes into a bookstore?” 

So far we have been ialking 
primarily about the challenge to 
retail distribution to contribute to 
‘high-level employment by help- 
‘ing to foster an expanding Ameri- 
‘can economy. But an expanding 
‘economy alone is not enough to 
umeet our -soeial objectives. The 
forces that have rallied under the 
banner of full employment also 
‘demand stability of employment. 
‘Here is a responsibility which re- 
tail distribution in the past has 
perhaps not considered especially 
‘important. 

One of the most important con- | 
“tributions which retail distribu- 
“tion could make to economic sta- | 
“bility would be to increase the 
‘propensity to consume. I have no 
intention of here becoming in- 
‘yolved in discussion of the 
‘mysteries of business cycles; but | 
‘looking ahead to a time after the 
current catching-up period is over 
‘and after the current extraordi-| 
“mary requirements of the world 
‘for new capital have been met, 
“most economists quite gererlly 
‘agree that economic stability 
‘would be promoted if people syent 
‘a somewhat higher proportion of 
“their incomes. -Year in and year 
‘out in the United States people | 
‘spend about 89% of their incomes | 
‘on consumption. If it were pos- | 
‘gible to raise that percentage from | 
“89% to 92% or 93%, that would | 
constitute a substantial contribu- | 





yardsticks that would emancipate 
them in some degree fromthe 
slavery of percentages they might 
weil find that sales volume could 
be -better maintained in a period 
of depression, with, incidentally, 
good effects on the percentages. 
And now let me recapitulate 
the main argument. We are not 
going to get full employment by 
passing laws. The challenge is 
squarely up to private enterprise 
to provide a high and stable.jevel 
of employment. That is a chal- 
lenge that applies to therfield of 
distribution as well as to the field 
of production, and in the field of 
distribution it applies particularly 
to retail distribution. A mere in- 


crease in employment in distribu- | 
tion, which is inevitable anyway, | 





principal ways: first, by contrib- 
uting to an expanding economy in 
the United States, and second, by | 
contributing to a stable economy | 
in the United States. Retail dis- 
tribution can best contribute to an 
expanding economy in the United 
States by expanding itself, by un- 
dertaking a tremendous task of | 
creative merchandising and de- 
mand stimulation, and by increas- 
ing its over-all efficiency. Retail 
distribution can best contribute 
to.a stable economy in the United 
States by helping to develop a 
greater propensity to consume, by 
making a wise use of consumer 
credit, by refraining from inven- 
tory speculation, and by lessening 
its own fluctuations, which are in 


s not enough. Retail distribution ; Patt attributable to a too slavish 





can meet the challenge in two/| adherence to percentages. 


aa 


Problems After Victory 


(Continued from page 377) 


a solution for war. It is a long, 
tedious process of trial and-error. 
There is much more intelligence 
on the part of labor and manage- 
ment in their approach to the 
problems before them today than 
there was 25 years ago. 
Sometimes we become. disgusted 
with government and think gov- 
ernment ought to step in and 
handle these affairs expeditioualy 
and fairly. This is Monday morn- 


|ing and sometimes we engage in 


the pastime of being a Monday 
morning quarterback. Those of us 


‘not directly engaged in these con- 


tests cannot appreciate all the rea~ 
sons for one decision or another. 
Bear in mind that there is a tre- 
mendous pressure in this country 


to produce and buy, and even-. 
| tually that pressure will exert it- 


self. Conflicting forces will be 
brought together. Formulas for 
economic peace will. be worked 
out. We only hope that govern- 
ment will not have to exert too 


much pressure, for if it dees both] 


sides will lose an independence of 
action. The loss would ‘be con- 
trary to the American system of 
enterprise. : 


Benefits of Post-War -Planning 
We are better off after this war 


tion to economic stability. There,|than the last because during the 
‘certainly, is a challenge to retail course of the war thought was 
‘distribution to make spending | given to post-war planning and 
“more attractive. | ways and means by which recon- 

Another contribution which re- | version could be provided in order 
tail distribution can make to eco-| to make peacetime goods. I think 
“nomic stability is through a wise|we were all struck by the fact 
use of consumer credit. In a mar-| that a week ago when the Com- 


ket such as we have today the’ 
* continuation of some curbs on) 
‘consumer credit is the part of | 
* wisdom. At a later time the stimu- | 
lus to spending that can be given 
‘by an expansion of consumer 
credit will be very imporiant. 


It is perhaps superfluous to 
point out that retail distribution | 
can exercise a very desirable ef- | 

_ fect on the stability of the econ- | 
omy as a whole by refraining | 
_ from speculative buying. Gener- 
ally I think this lesson has been | 


mittee for Economic Development 
released its figures these showed 
that in spite of strikes at the pres- 
ent time we have more people en- 
gaged in industry than in any 
other peacetime period in our his- 


‘tory. A tremendous job of recon- 
' version has already been done. It 


is because of that fact that I think 
the public mind is hopefui for the 
future in spite of the period 
through which we are now pass- 
ing. 

As distinguished from the last 








‘ pretty well learned by retailers, | post-war, millions of our custom- 

and I personally see little likeli-|ers now hold long-time govern- 

hood of a repetition of the specu-| ment securities. In the financing 

‘lative excesses which character-| of this war the banks have helped 
ized 1919 and early 1920, in the| the governnient sell these secur- 

_ inflationary period after World| ities to their customers. On De- 
War I. Nevertheless, this admoni- | cember 19, Secretary Vinson wrote 
tion against speculative buying is| a letter of congratulation and ap- 
one which we need to remind our-| preciation to Mr. Rathje, Presi- 
selves of periodically, because€|qent of the American Bankers 
here and there rnembers of a new | Association, saying: 

generation of businessmen may be . 
‘ prone to forget the painful lessons 
learned by their fathers. 

I think another important con- 
tribution «to economic stability 
could be made if retail distribu- 
‘tors would stop being slaves of 


Now that the Victory Loan, 
the last of the big public bond 
drives, has been successfully 
completed, I wish to express 
through you the Treasury’s deep 
appreciation to the banks of the 


percentages. .We all know that at nation for their wholehearted | 
a time of business depression and| support of the war financing 
‘ price decline the percentage cost| effort. 


of doing business advances quite 
sharply, and at such a time man- 
agement naturally seeks to lift | 
markup percentages to cover the 
hivher*expense percentages. 

It seems to me quite plausible 
that if retail distributors could | 
develop some new management 


economy by absorbing the sur- 
plus funds of. non-bank inves- 


| 


5 to 6% 


stake in their country’s future 

welfare. 

Banks and bankers have util- 
ized their professional skill in 
this great selling task by fur- 
nishing leadership and volun- 
teer salesmen to many of our 
State and local War Finance 
Committees. They have served 
without compensation in the 
sale of securities, and have con- 
tributed generously of their own 
funds in supporting the Treas- 
ury’s advertising and promotion 
programs. 

We have a responsibility to 
these people to do all that we can 
to see that the purchasing power 
of the dollars they will eventually 
receive for these bonds will not 
be seriously impaired. 

Government expenses are bound 
to be high in comparison to the 
last post-war. After the close of 
the last war the Government took 
of the national income 
to conduct its operations. Before 
the First World War, government 
expenses took a little over 1% 
of the national income. After this 
war, government expenses may 
require 15 to 20% of the national 
income. Therefore it is necessary 
that everything be done to see 
that the Government does not as- 
sume unnecessary expenses add- 
ing to the total of the debt. 


ABA Opposes Spending Measures 


A year ago the ABA determined 
to oppose actively any legislation 
in our field which would add to 
the pubilc debt unless the expense 


-was directly related to the war 


effort. We have not changed that 
policy. 

It was for that reason that the 
Association last month opposed 
the General Housing Bill. We sent 
every bank a statement of our 
position and our testimony. As in 
the case of the last war, there is 
a housing shortage after this one. 
but the current housing shortage 
is no excuse for the Government 
to obligate itself for billions of 
dollars of expenditure and credit 
in the future. There is nothing in 
the General Housing Bill which 
helps this housing shortage of the 


today in both funds and manage- 


| we have brought into the picture 
ment to help solve the housing|a 


new credit instrumentality 


problem than at any other time) called. the c-edit group. 


in their history. 


left their schools and colleges and 


of millions of men 


next generation. 


under the act td build homes, to 
buy businesses or farms. Two 
years ago the Association set up a 
committee to deal with these 
questions. Much work has been 
done but yet much remains. If 
the proper type of credit work is 
performed by the financial insti- 
tutions under the provisions of 
this act, it will not be necessary 
for the Government to add to its 
debt load in any appreciable de- 
gree in order to carry out the 
provisions of the act. Thousands 
of veterans have already come to 
our banks all over the nation and 
we hope that more of them will 


financial problems and their out- 
look. 


Wants End of Guarantees 
From an-economic point of view 
this’ was a guaranteed war. La- 
bor, industry, investors, bankers, 


The banks of New York were 


A few years ago millions of boys | the first to set up a credit group 
l |of 100 million dollars. 
jobs to go to war. They. now re- | 
turn as veterans. Here is a group| strength of New York banks. That 
in an age|has been followed by 46 other 
bracket where their thinking will| groups throughout the country. 
be a dominant factor in American | These credit groups now have re- 


political and social life for the} sources of some 750 million dol- 


This was 
an act of leadership worthy of the 


lars to assure so far as credit is 


come to talk with us about their | 


Under the so-called Bill of | concerned that people with char- 
Rights, the banks and educational | acter and ability, no matter how 
institutions have an opportunity | small their enterprise may be, can 
of great service to these men.| secure bank credit. 

Many of them will wish to con-| 
tinue their schooling. Many others 
will wish to exercise their rights | 


There was a time two years ago 
when a great many bankers 
thought that the Smaller War 
Plants Corporation would be con- 
tinued as a permanent competitor 
of our banks. The Association 
combated that idea, step by step. 
Now the Smaller War Plants 
Corporation has been liquidated 
and we must see to it that every 
instrumentality in the credit sys- 
tem is alert to the problem that 
is imposed upon us; see to it that 
credit is granted in a way that 
will add to the production of 
goods and services, especially in 
the small business field. 


At its annual .convention last 
month the American Farm Bureau 
said in a resolution: 


We view with concern the 
growing tendency to .expand 
greatly the number and scope 
of Government lending agencies 
and to bring about undue de- 
pendence upon Government 
credit. In view of the enormous 





were guaranteed against loss by 
the Government. The _ kindest | 
thing you ean say about war is| to this alarming trend. 

that it is a social phenomenon.| That ‘has -been the position of 
Therefore, the risks involved in| the ABA for a number of years. 
it were socialized. But now we We welcome this attitude on the 
ave oe ae © ss, We part of many millions of farmers. 
ave said we have fought a war) 

to maintain the American. way of | q After {he last war, banks were 
life—which is the enterprise sys-| ang security. ‘We will not ‘face 
tem. You cannot have an enter-| ¢hat test in this post-war. Why? 
prise system if the Government | Our test will this time-be our i 
is going to guarantee you against| yieeableness. ‘Will we render a 
all risks in times of peace. Some complete and mutually satisfac- 
people call it a profit system. It tory service to individuals, firms 
is also a loss system. But ‘the es-| and partnerships? \ ‘ 


f it i RAE = 
sence of it is that individuals and The banks are ready. Our .cor- 


debt burden of the Federal Gov- 
ernment, it is time to call a halt 


private institutions are willing to 


assume their risks in the hope of 
profit. Anything else is not a pri- 
vate enterprise system. 

If we are going to keep the debt 
down in the domestic field the 
|Government has got to contract 
|rather than to expand itS guaran- 
teeing functions. 
Smaller War Plants Corporation 
asked for an extension of life for 
| two and one-half years. We op- 
posed it on the grounds that it 
was a wartime institution, that it 
should be extended only for e 
year, and if the war were still ir 
existence it should be extendec 
for another year. Congress com- 
promised between our position 
and the position of the Smaller 
War Plants Corporation and ex- 
tended its life for 18 months. 
However, ‘the President -has an- 
nounced that the corporation wil) 
be liquidated during this month. 

We opposed the continuation of 
the Smaller War Plants Corpora- 








This has been accomplished at | shortage. When we have an ample| chartered banking 
a low interest cost to the Gov-| supply of labor to go with that 
ernment and in a manner which | material. houses will be produced 
has best served our national) and the housing shortage will be 
(on the way to solution without 
adding to the public debt. Banks 
tors and giving over 85 million |and other institutions in the mort- 
Amerieans a direct financial gage field are far better equipped spondent banks. And in addition, 





present time. It is not billions of | tion as a peacetime measure. Now 
Government credit that is needed | the Government has liquidated it 
but it is building. We must de- | What are we going to do? Unless 
vise ways and means of keeping| we make good on our assertions 
down building costs of houses of |about credit service of the last 
less than $10,000. |two years we are apt to see an- 

The desire to build is here on| other corporation established by 
the part of the people. The people Government to take over the job. 


already have money; they have, 
credit, and institutions such as| What Banks ten ag For Small 


banks, insurance companies and| 

others have credit facilities avail-| During the last two years the 
able to supplement what is in pri- | Post-War Small Business Credit 
vate hands. We then said that the|Commission of the Americar 
need was for materials and labor.) Bankers Association has done an 
Since our protest, the Government educational job with the banks of 
has taken steps to divert materials | the nation, and at the same time 
to meet this current housing) we have told the public that the 
system war 
willing to assume the risks neces- 
sary to keep small business alive 
so far as credit is concerned. We 
‘have pointed out why the bank: 
are able to do this job either by 
, themselves or with their corre- 


Last year the | , / 
moment money is ahead. If it 





respondent banking system is set, 
and :beyond that the 47 credit 
groups are .organized and func- 
tioning. We are determined to 
meet the test of service which this 
post-war period :has offered. 


There is a race on today -be- 
tween money and wealth. At the 


keeps out in the front we are 
headed for inflationary chaos 
which no Government control. can 
stop. Money exists in abundanee 
everywhere in the world. Even in 
the countries that are broke, 
money exists in abundance. But 
the world is short of wealth — 
wealth represented by food, 
clothes, machines, equipment, ser- 
vices. This is an impoverished 
world. 


Less Money, More Wealth 


America is its greatest hope, for 
‘here we have a chance of recreat- 
ing wealth. We have the major 
stock of machines, tools and ma- 
‘terials. We -have a lot-.of money, 
too, and unless we create things 
in sufficient quantity to -parallel 
our money stock, our. inflationary 
‘tendencies will go ahead. Money 
will win the race, but it will ybe 
an empty victory because our 
money -will be of little value. 

Some say we will restore .pros- 
perity, the balance between money | 
and wealth, because of Jow in- 
terest rates. I feel, however, it 
would be more accurate to say 
that if we have prosperity it will 
be in spite of low interest rates. 

We must do.all we can to facil- 
itate the production of goods, the 
creation of wealth. We must also 
do all possible to keep down the . 
public debt. If these things can: be 
done we will teng to balance our 
tremendous supplies of money 
with an adequate supply of g 
and wealth and hence avoid infla- 
tion. 
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The Tragedy of Industrial Conflict 


(Continued from page 382) 
ifstill a frighteningly large group 
who have even flunked that 
course and who have not revised 
their political or economic or so- 
cielogical thinking by so much as 
a footnote..They are useless and 
unpleasant citizens, but not dan- 
gerous. Let them lie. As for the 
rest of us, we should not discount 
hindsight too much, especially if 
it is of the honest, amateur kind. 
We know now that many of the 
paths we followed in business, in 
practical politics, and in educa- 
tion, were wrong in many 


Technical and scientific men were 


perhaps the least offenders and | 
the greatest ground-gainers. They | 


have gone farther and straighter 
than most because they were 
dealing with nature in the raw 
and not so much with nature in 
the so-called refined, or human, 
state. But even the men of sci- 
ence have had a nasty jolt. Their 
assiduous researches have led 
them straight to the secret of 
atomic energy, and their achieve- 
ment has at least 
seared their fellow-beings and 
many of their colleagues into a 
jelly of apprehension. If the 
world were to vote today to turn 
back the clock to before Hiro- 


shima, I am not at all sure but, 
what ‘those in favor’ would be in| 


the majority. 
And yet that is a 


human forces but he cannot stay 


or undo them. We long ago drew | 


the lines and put in motion the 
forces which led us surely and in- 


evitably to the atom bomb. Now | 
we must live with it and meet the | 
new challenge which it oifers be-| 


fore it destroys us. Just as long 


ago some of our non-scientists | 


re-| 
spects, but they had this virtue—| 
that they did carry us forward.) 


temporarily | 


very foolish | 
thing. Dr. Gallup can measure | 


drew the lines and put in motion | 


the forces which 
threatened to paralyze and de- 
moralize our whole economic sys- 
tem. 


rust and rot and disappear, that 
too is another ‘kind of atomic 


bomb which threatens the exist- | 
And I am sure) 
that if America could turn back | 
to full em- 
ployment and industrial peace by | 


ence of all of us. 
the clock somehow 


the process of taking a vote, it 


would do so overwhelmingly. And | 


in doing so it would no more rub 
out the inevitable than it would in 


voting away the atum bomb. In-| 
dustrial strife is here. We must | 
live with it, too, for these un-| 


pleasant and tragic hours, and 


learn to meet its challenge before | 


it destroys us. 


That is why this group is im- | 
portant, and all the others like it. | 
Our only hope, today as always, | 
who are not) 
| with all that it-comprehends in 


lies with men 
ashamed to learn, men who put 


methods ahead of goals, men who) 
will scrutinize and analyze the. 
as | events cast it out of the news we) 


‘cannot go forward and do the 


past as critically and honestly as 
a scientist or engineer, and then 


apply what they have learned to | 
the problem confronting them. If 


today have) 
' yand, do not seem to be so ham- 


If a million men walk the | 
picket lines in America, and their | 
Savings, and industry’s resources, | 


there is one thing above all others | 


that distinguishes a man of learn-. 


ing—and it makes no difference 
whether his school is formal or 
informal in character—it is toler- 
ance. A man may have a mind as 
open and wide as the horizon it- 

—or he may have a horizon as 
marrow and confined as his mind. 
With intellectual tolerance comes 
good will. These are old-fashioned 
words for old-fashioned concepts, 
and what a mighty need we have 
for them today! 


The other day a fairly reason- 
able man of my acquaintance was 
criticizing the press for the part 
which he, at least, believed it to 


| 


i 
| 
| 


be playing in aggravating our) 


_ present management-labor troub- 
les. This was not: petulant or 
childish criticism. He, too, be- 


will and intellect on both sides 
of the question, and therefore 
he blamed the newspapers for re- 
,0rting—and thereby magnifying 
by the very application of editor- 
ial technique—the hostile, angry, 
belligerent statements that were 
nade. He credited the press as 
he catalyst which was producing 
the great amount of heat and the 
nodicum of light that seemed to 
iwggravate labor-management re- 
lations. . 

I agree with his conclusions as 
to what is happening, but not as 
to the responsibility of the press. 
Newspapers for the most part do 
a fair job of reflecting factual 
situations. It is true that by their 
effective reporting and efficient | 
dissemination of news they make 
vertain that more and more peo- 
»le read the hasty words of angry 
men, but the initial responsibility 
is not theirs. They are simply a 
conduit for both the venom and 
the nectar which issues from 
nortal man—and venom makes 
setter reading. My point simply 
s that good will is not in the as- 
‘endant. on the industrial front, 
ind it must be if we are ever to 
earn the answers. 

Anyone who throws the first 
stone at such a juncture runs a 
trave risk of being beaten to 
leath in the next edition, but I 
um going to venture the observa- 
ion, as gracefully as I can,. that | 
abor has won most of the honors | 
0 date for bad manners in pub- 
ic. The managers of industry | 
nay have been guilty of many | 
‘auits: they have been well and 
‘requently catalogued; but this) 


| tendency to hurl bad names and 


1arsh accusations is not generally 
ye of them. I do not mean to be 
1eard as saying that all of the 
zo0od will is on management’s side, 
jut they are usually too conserv- 
itive to produce flashy repartee. | 

Union spokesmen, on the other | 


xered. [ wish they were. I wish | 
they were just as cautious and 
»ainstaking and colorless in their 
yublic utterances as corporation 
»xecutives usually are. I wish that 
‘or their sake, and for all of our | 
sakes. because angry men—es- 
»ecially earnest and honest angry | 
nen—make themselves too easy 
»xrey for the calculating and vi- 
tious manipulatiors of violence 
who have tried to wreck the 
Jnited States since its birth, and 
who are with us today. 

You are all aware, I am sure, 
that I come here tonight out of 
jays and weeks and even months 
of wrestling with the immediate 
xXroblems of the labor relations of 
the General Electric Company. 
They are largely those of the 
whole electrical industry,and even 
more. As every newsboy~knows. 
they are also the problems of, all 
industry, The ugly word ‘strike’ 


the way of violence and waste is 
very much with us now, and until 


things we have to do as a nation 


io put the war behind us. We have, 


exchanged one tragic set of cir- 
*umstances for another. In war 
we knew where we were going 
and what we had to do. We had | 


2ur Opponent well measured, and | 
we were united in our fight to. 
Now we have lost | 
hat unitv and that streneth, and | 


‘ay him low. 


we seem to be futilely lashing out 
in all directions and only getting 
tangled deeper in the web as the 
lays go by. There is no clear-cut 
2nemy in this industrial conflict, 
and the real tragedy is that so 
nuch of the time we seem to be 


‘lashing away at those who are 


‘eally on our side, hurting them 
‘nd hurting us and wasting the 
‘recious days that should be 
spent in growth. We are going to 
‘arvest wounds and scars that 
vill be worn for a long time, no 


| thing 
' find 

|answer 
teeth almost in a matter of min- | 
‘to the 





‘atter what-happens. Any party 


built on selfishness must maintain 
itself by violence, and it faces a 
day of reckoning that is sure and 
complete in its consequences. 
There has to be another solu- 
tion. and it is the road to that 
solution that I am more interested 
in exploring. At the same time it 
is hard to keep your mind on 
long-range solutions which re- 
quire the continued application of 
the intellect along scientific lines 
when you find yourself in the 
middle of a fight. The citizen who 
suddenly finds himself in jail can 
be excused if he shows more in- 
terest in getting out than in crit- 
icizing theories of jurisprudence 
or searching new legal techniques. 
I have no intention of arguing 
the ease of my own company, or 
even of management generally, on 
this occasion. If you are inter- 
ested vou can find the statement 
of our position in the daily »ews- 
papers. I will only say now, be- 
cause I do think it has a bearing 
on my real subject, that the posi- 
tion we have taken, the policies 
we have announced, the offers we 
have made, have been honest and 
deliberate, rather than tactical. 
A large corporation is a very com- 
plex mechanism, for all of its hu- 
man and mechanical talent, and 
one on the outside has no concep- 
tion of the difficulties involved 
in coming up with a _ simple 
answer, particularly a statistical! 
answer. I confess that today it is 
almost impossible to know from 
day to day how many plants we 
have or where they are located, 
how many employees we have, 
what their average wage is, 
whether or not they belong to a 
union, how much we are produc- 
ing and what is happening to it, 
what are the cost ol that produc- 
tion and what are the selling 
prices. The answers are in ihe 
machine. true enough, but it takes 
time to get them out—and often 
it takes so much time that they 
are no longer the right answers. 
I have watched this process par- 
ticularly in recent months as the 
machinery of reconversion 
gathered speed, and as the clouds 
of iabor trouble gathered, and I 
have soime idea of just how much 
perspiration and how many hours 


| of effort are poured into the proc- 


ess of finding a simple answer, 
applying the factors of change and 
judgment, and then staking per- 
haps millions of dollars of in- 
vestors and workers’ money on 
the published result. The next 
that happens is that you 
your offer refused. or your 
thrown back in your 


utes, by some unotficial spokes- 


/Man or commentator who blithely 
announces that you are misrep- | 
resenting facts, 


simple arithmetic. I wonder at 
this omniscient power of these 
lighting calculators. I worder 


where they buy their crystal balls. | 
And I wonder, somewhat bitterly | 


I am afraid, why responsible peo- | t , . 
‘fruits of greater production. 


ple in high places in public life 


are so eager to adopt such answers | ‘ - 
Mere repe-| potential markets ahead of us. We 
_ tition and volume seem to weigh. 

unduly in the scales of credibility. | 


There is a terrible tragedy in| 


and act upon them. 


the making for the Amcrican peo- 


ple, a tragedy of inflation. un-' 


employment, and domestic chaos 
which can only have international 
repercussions, unless we can bring 


the common sense and intellectual 


7eal of which we are capable, and | 


do it soon. The greatest tragedy 
of all is that it could be pre- 


_vented. It seems to me that the | 
great irony of our present situa-| 


tion is that management and labor 
are fighting their fight on en- 
tirely different levels; they are 
not even talking about the same 
things. It is as if a great debate 
were going on with one side tak- 
ing the affirmative of one ques- 


'turning around 


‘consumer. and we 


: misleading the) 
public, and apparently can’t do) , ; 
plans. We knew that if we could 


by history and is now 
doesn’t make sense. 
The pressure machinery of or- 
ganized labor, and it is an ad- 
mirably organized machinery, is 
being directed against an oppo- 
sition that no longer exists, which 
died in the days of the great de- 
pression. It is a technique of at- 
tack that takes no cognizance of 
the controlling factors of mate- 
rial costs. labor costs, manufactu- 
ring facilities, price controls, sup- 
ply and demand, selling costs, and 
the one inevitable and inexorable 
fact tha: we first have to produce 
and sell our goods before we can 
collect our price from the cus- 
tomer. Every hour that we stand 
still in industry we discourage the 
investinent in our businesses of 
the risk capital that every busi- 
ness needs. Not only does busi- 
ness need it, but the investors 
themselves need it, who include the 
postman. the policeman, the sten- 
ographer, the housewife and 
every family that has a bank ac- 
count or owns an insurance policy. 
The need is mutual and crying. 
For at least a half dozen years 
the best brains of our economy 
have been planning peacetime re- 
conversion, since before the be- 
ginning of the war itself. Private 
enterprise, awake at last to its 
real responsibilities and obliga- 
tions to the future, rolled up its 
sleeves and exvended millions of 
dollars and millions of hours on 
a vast blueprint for tomorrow, 
designed to bring us greater pros- 
perity than we had ever known, 
designed for full employment, 
designed for better living, de- 
signed for intelligent marketing, 
des‘gned for fine working condi- 
tions and a true recognition of the 
social responsibilities of everyone 
—and that blueprint tonight is 
not only on the shelf but the 
clock is ticking away the possible 
hours during which it can be used. 
The great manufacturing plants of 


long ago 
academic. It 


America look more and more like | 


deserted villages. The most alert 
marketing machinery ever de- 
vised has nothing to market. And 
the workers of America, given the 
opportunity to share to the fullest 
extent in this dream which lies 
beneath their hands, are com- 
mitted to idleness, to living on 
their wartime savings, to building 
up pockets of resentment and dis- 
trust. 

This is what I mean by saying 
that management and labor are 
rot talking about the same things. 
It is not in industry’s power io 
grant most of the demands that 
are made on it today without 
and adding this 
new cost to the price paid by the 
don’t want io 
do that because it means adding 
intlationary spiral and is 
an endless precess. There is one 
other pess bility, one that we 
foresaw before the close of the 
war and incorporated into our 


make our people more productive. 
thiough their own efforts and 
through the introduction of better 
methods and new facilities, it 
would be possible to pass on the 
We 
were aware of the tremendous 


theught we had some fresh think- 


ing on marketing and distribution 


which would eliminate waste and 


reauce selling costs. We knew, as | 


every manufacturing man knows, 
that mutiplying our volume for 


‘any product once we had set up 
‘to make it and taken care of in- 


to bear on this problem some of | itial costs could mean a greater 


return than before on 


smaller profit margins. 


even 
But 


these are things that have to be 
demonstrated. Business cannot be 


expected to mortgage these un-| 
,realized sales and pay over la- 
'bor’s increased wages in advance | 


of their being made. That prac- 
'tice brought the city of Chicago 
‘close to bankruptcy some years 


‘ago, when it paid the salaries of. 


| city employees with warrants that 


found out about it they quit pay- 
ing taxes. That is just what could 
happen to our market. 

It is tantamount to giving up 
the enterprise system, because ob- 
viously bankrupt business can 
only continue to operate by some 
form of government subsidy, and 
subsidy means control, and con- 
trol means introducing a whole 
host of factors that are foreign 
to the way we do business. The 
distinguishing characteristic of 
private enterprise is that it pays 
its way, makes a profit, and stands 
on its own feet. Do we now want 
to give that up as a way of life 
and go slong with professor Laski 
and a state-planned economy? 

I don’t think so. Moreover I 
don't think that the rank and file 
of labor think so, either. I don’t 
even think that most labor leaders 
think se. and that is what makes 
their position completely urreal- 
istic. They are using the tech- 
niques of a generation ago to ac- 
complish the objectives of a gen- 
eration ago without realizing that 
those objectives have already been 
achieved. Labor has won its fight 
against managerial selfishness, 
and doesn’t know it. 

it was not my purpose to re- 
cite much of the facts of our 
present controversy. It is impos- 
sible to settle that controversy 
here, and from here on we will 
have to deal with it on a day to 
day basis. hoping and praying that 
in the process of settlement none 
of us will be forced to do irrepar- 
able harm to our economic sys- 
tem. But this seemed to be a good 
opportunity to remind you, or tell 
you if you did not know, of the 
high-calibresocially-consicous, in- 
telligent job of planning the post- 
war years that was done by many 
men, companies, and agencies. To 
me it is proof that we must per- 
sistently employ the same intel- 
lectual techniques to find our way 
permanently out of industrial 
strife. Although we find ourselves 
in jail, and in need of an imme- 
diate bail bond, let us buckle 
down to this task of thinking our 
way out, and of making it im- 
possible for us ever again to be in 
such a situation. Ata time when 
our leadership is needed so des- 
perately by the rest of the world 
it is a national tragedy to find 
our gveat economic machine 
threatened with complete demor- 
alization because of the inertia or 
ignorance of many, and the help- 
lessness of many more. 

We spoke earlier of the sense- 
lessness of trying to vote away an 
atomic bomb or an_ industrial 
crisis. It is too late for that. But 
if we are convinced, as I am sure 
that all reasonable men must be, 
of the wisdom of the democratic 
process; of the time-tested value 
of negotiation, mediation. and 
judicial arbitration as established 
by law: of contract obligations 
that can be enforced on both 
parties to a dispute and not just 
one; of. equal - protection under 
the laws and obedience to civil 
authority as established by the 
constitution—then let us seek 
these characteristic American 
remedies through intelligent leg- 
islation and quit drifting down 
the road to tragedy. 

To such an objective we can 
apply our learning and our good 
will. To such a purpose we can 
recover and rededicate our great 
strength and national unity. And 
when we achieve it we can stop 
being ashamed and once more 


take pride in a job well done. 


William Todd in NYC 


William Todd, Inc. is engaging 
in a securities business from of- 
fices at 37 Wall Street, New York 
City. 


it | 
seems perfectly plain to me that | 


A Se Se ae 
Myers Opens in Raleigh 

RALEIGH, N. C. — Harry W. 
| Myers has. opened offices in the 


liéved that the only solution to. 
these troubles would come from | 
‘the earnest efforts of men of good 


hat wins a clear-cut victory in. tion and the other taking the neg-| 284 not been collected in taxes 
‘dustrial strife does so at its own | >tive of an entirely different and would not be for a long time! Odd Fellows Building to engage 


*xpense. Any new power that is question, one that was decided to come—and when taxpayers in a securities business. 
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Upholds Loan to Britain Expansion of Export- 28s! St isaine'ietes 


through a formally conducted 


. - |hearing with lawyers presenting 
mport ank in ATLG '<visence through testimony and 
pre-war amounted to two-thirds | ; 


documents and briefs and ofat 
of her consumption, reduced | ., (Continued from page 383) | arguments. ; 
during the war by rationing and | few months. Whether such a re-| carry the burden of lending dol- As all know, a third party com- 
enforced home production to a| Guest for expansion of the Export-/ lars to foreign governments dur- 


ing into a hotly contested labor 
bare minimum of one-third. | Import Bank occurs soon depends| ing the remainder of this calen- | @iSpute can frequently propose a 
3. Her main source of income | largely on the prospects of the 


dar year, quite apart from the |C°™promise solution that proves 
from abroad is her export trade, | "ew International Bank for Re-| possibility that Congress may as- | to be just the catalytic agent 
which in 1944 was down about| Construction and Development, | sign the handling of the $4.4 bil-| needed to bring the parties to- 
45% in value and 70% in vol-| these sources believe. It may take lion loan to Britain to this Bank | gether. He, or they, if it is a com- 
ume, compared with 1938. Her | Gite a while for that new Bank for servicing. That will require | Mission composed of more than 
income from foreign invest- | to become a really substantial fac-| specific provision in the loan leg- |9€ Man, can hear both sides to 
ments is down by about 35%.| tor in the American market for islation, but such British-loan leg- | the dispute and then propose @ 
Her merchant marine has been | f0reign securities. islation is not now likely to be | peso Se ae ing a 
cut by war losses and her re- . made the vehicle for expansion of S@ry, Dy an opinion explaining 

ceipts from commissions and | The World Bank Delayed the Export-Import Bank’s powers | basis for the decision. Such action 
other services likewise have | The make or guarantee loans to| Won't settle all disputes, but # 


(Continued from page 383) 
economic dislocations which 


urgent. Her imports of food} 
brought on depression. 


Why Agreement Is Recommended | 


The reasons for the recommen- 
dation by the Executive Commit- 
tee of the United States Associates 
that Congress approve the agree- 
ment are: 

1. High employment and aj} 
rising standard of living in the 

United States are best promoted 

by a multilateral system of 

world trade. Unless the United 

Kingdom, with her key import- 

ance in world trade and ex- 


change, is enabled to participate international meeting at) to 


J 


there will be little chance of 
reestablishing such a system. 

2. If the creditds not extend- 
ed, there is grave danger that 
the world will be divided in 
government controlled economic 
blocs such as in the past have 
restricted trade, engendered 
distrust, and promoted economic 
warfare. 

3. Within a year from the ef- 
fective date of the agreement, 
the British would pay for all 
future purchases from other 
countries in pounds which are 
immediately exchangeable into 
dollars or other’ currencies. 
They would also make all in- 
stalment payments on their ex- 
isting debts to other countries 
in free exchange. This means 
that if any of the supplier or 
creditor countries prefer to use 
the payments for the purchase 
of American goods, Britain 
would pay in dollars rather 
than in pounds. In addition, 
the British would agree to 
abolish the sterling area dollar 
pool. 

4. The agreement is a neces- 
sary foundation for the success- 
ful operation of the Interna- 
tional Monetary Fund, the In- 
ternational Bank for Recon- 
struction and Development, and 
the International Trade Organi- 
zation. 

5. The line of credit is to be 
used to purchase goods and 
services in the United States; to 
meet transitional postwar defi- 
cits; to maintain adequate re- 
serves of gold and dollars; and 
to assume the obligations of 
multilateral trade. It is not to 
be used to liquidate obligations 
to third countries outstanding 
on the date of the agreement, 

6. The British would agree to 
join with us in effecting as be- 
tween ourselves and urging 
upon other countries, sound in- 
ternational economic policies in- 
cluding the gradual reduction or 
elimination of trade prefer- 
ences— including the Empire 
Preferences—tariffs, export and 
import controls and a large va- 
riety of other obstacles to the 
restoration and expansion of 
world trade. These policies and 
procedures are outlined in the 
“Proposals for Expansion. of 
World Trade and Employment,” 
presented to all governments 
by the United States as a basis 
for discussion at the forthcom- 
ing International Trade Confer- 
ence, and the Government of 
the United Kingdom has stated 





its full agreement on all impor- | 


tant points. 


Does Britain Require this Credit? 


The following points have con- | 
vinced the Committee that Brit- | 
ain could not assume these com- | 
mitments, including abandonment | 
of her exchange restrictions, with- | 


out the line of credit proposed: 
1. Britain’s most pressing 
need is immediate working 
funds with which to pay for im- 


; 
} 


been reduced. 

4. Reflecting pressing import 
needs and. reduced means of 
paying for them, Britain’s bal- 
ance of payments deficit has 
been put at roughly $3 billion 
for 1946, with the likelihood of 
a cumulative deficit of at least 
$5 billion before equilibrium in 
international payments can 
hope to be achieved. 

5. In addition to the problem 
of paying for current imports, 
Britain has also to deal with 
some $14 billion of foreign- 
owned sterling claims piled up 
against her largely as a result 
of her large expenditures 
abroad during the war. 


What Is the Alternative to 
American Credit? 


If the United States declines to 
extend the line of credit proposed, 
Britain has but a single alterna- 
tive. She must return to those 
countries in the sterling area and 
elsewhere to whom she is already 
heavily indebted and seek to ob- 
tain additional credits to tide her 
over the period immediately 
ahead. These countries will be 
reluctant to lose what is already 
owing them or the markets for 
their products which Britain of- 
fers. Only by granting such cred- 
its will they have any assurance 
of ultimately receiving British 
goods and services for the funds 
they have already loaned during 
the war or of having outlets for 
their exports upon which they 
rely in normal times. 

There would thus be a tendency 


for the British and those other | 


countries to be fenced off from the 
rest of the world by discrimina- 


tory trade and exchange arrange- | 


ments. It would mean continuing 
the system of bilateral trade and 
economic blocs controlled and 
regulated 
had 


bitter discrimination, 
world trade. 
trading area would inevitably 
lead to others, and to the eco- 
nomic wars and political domina- 
tion that they entail. 


Will the Credit Assist Britain to 
Nationalize Its Economy? 


Foreign governments do not 


need dollars to nationalize their | 


industries. British properties to 
be transferred from _ private 


hands to public ownership will | 


be paid for in pounds sterling, 


not in foreign currencies. In| 


fact, without the credit, further 
governmental control and direc- 
tion of foreign trade is inevita- 
ble, and the pressures for in- 
creased government operation 
of key domestic industries 
would become more 
The true purpose and effect of 
the loan is to arrest the trend 
toward nationalization. 


The Executive Committee di- 


rects the-Chairman to transmit | 


by governments that | 
its beginning a decade or) 
more ago, and was the source of | 
irritation | 
and shrinkage of the volume of | 
A closed sterling | 


insistent. | 


whieh the Bretton Woods Fund 
and Bank are to be organized has 
not yet been formally convoked, 
but it is expected to take place 
somewhere in the South, probably 
in early March. The International 
Bank for Reconstruction and De- 
velopment is designed to function 
mainly as an institution for the 
guaranteeing of bonds offered by 
borrowing governments to the in- 
vestment market. The market, of 
course, primarily will be that of 
the United States. The world 
Bank, it is thought, will have to 
feel its way rather carefully with 
small offerings at first, these to be 
increased as confidence is dis- 
played by investors. 

' Serious problems for the flota- 
_tion of the securities of or guar- 
anteed by the world Bank may 
_ arise, in view of the many restric- 
tive laws which govern the invest- 
ments made by insurance com- 
panies, savings banks, and trus- 
tees. 

Also there is the question of 
registration of the issues with 
the SEC. Some American offi- 
cials would like to waive that re- 
| quirement. 
| If SEC registration for these se- 
| curities is not waived, there is the 
| question of how long the registra- 
| tion procedure for a given issue of 
| bonds is likely to take. 
| Thus, the writer is informed, the 
| situation being fluid, the Export- 
| Import Bank is likely to have to 


| _—— 








the current crisis brought on the 
Same seurrying for a solution. 
Did the Smith-Connally law 
‘help in any measure to solve the 
\laber problems of this country? 
|The’ plain answer is no. If any- 
thing, it made matters worse. 
That law is still on the books to- 
day, so you éan judge for your- 
self. (Up until recently, the 30 
day strike vote provision of that 
law was being used by unions to 
further their demands by adver- 
\tising, at Government expense, 
their strike threat and getting it 
'reinforced by the overwhelming 
vote of the employees. As a result 
Congress felt constrained to with- 
hold funds for the taking of strike 
votes, and that provision of the 
Smith-Connally law is now inop- 
erative.) 

It may sound trite, but the 
plain fact is that at this juncture 
we need some statesmanlike lead- 
ership from Congress on the labor 
problem. A law passed in haste 
can do much more damage than 
good. We've gone through a lot 
already: a little more time should 
not prove fatal. 


It seems to me that what is 
called for is a thorough study of 
the causes and possible cures for 
labor strikes by a committee of 
|Congress determined to get at the 
|facts, not to make out a case 
against labor or management. 


This simple question could be 





What to Do About Strikes 


(Continued from page 370) 


countries other than the United 
Kingdom. 


New Personnel of Export-Import 
Bank 


| 
| 


} 
} 


In recent weeks and days the | 


Export-Import Bank has been ex- 
panding and _ strengthening its 
board and staff. William McChes- 
ney Martin, Jr., former President 
of the New York Stock Exchange 
has become the Chairman of the 
Board of the Export-Import Bank, 
a position formerly held by Mr. 
Leo Crowley. Among the newer 
members of the board are Mr. 
Clarence E. Gauss, former Ambas- 
sador to China and Minister to 
Australia; Mr. Herbert E. Gaston, 
onetime newspaperman and lat- 
terly Assistant Secretary of the 
Treasury under Secretary Mor- 
genthau; and Mr. Lynn U. Stam- 
baugh, onetime National Com- 
mander of the American Legion. 





can be helpful in. getting many 
of them resolved. 

It should*not be necessary for. 
such a party to have subpoena 
power. As a general rule, the 
“facts” will not be in dispute. 
Where they are, the third party 
can resolve the issue on the basis 
of what is presented by the other 
two parties, taking into account 
the refusal of either to produce 
such material as the third party 
considers necessary. As a prac 
tical matter, that situation wil? 
not arise more than one time in 2 
thousand. 

The War Labor Board fune- 
tioned from January 1942 to June 
1943 without any subpoena power 
and had no trouble on that score. 
It was given subpoena power at 
the end of that time mainly be- 
cause John L. Lewis refused to 
appear before the Board in the 
coal dispute. This power was used 


Stambaugh’s election opposition is | several times thereafter but only 
credited with the defeat of Ger-/| for the purpose of bringing some 
ald Nye as Senator from North | individual before the Board. It 


Dakota. 


was never employed to get any 


This is the organization which | records that the Board might have 


will carry the ball, at least until 
the world Bank and Fund get 
started. If the Bretton Woods un- 
derstanding is adhered to, the 
World Bank will be headed by a 
Britisher as President, while the 
Fund will have an American 
Manager, presumably Mr, Harry 
D. White, now Assistant Secretary 
of the Treasury. 


The President's proposal] for the 
appointment of fact-finding com- 
missions with a cooling-off period 
is a possible answer to this ques- 
tion. Will it do the trick? 

So far the reception Truman’s 
proposal has received from botk 
industry and labor has been a lot 
more frigid than the cooling-ofi 
period. Industry is disturbed 
about the power to subpoena with 
the right to inquire into company 
books and records. And labor, 
needless to say, hardly warms tc 
the limitation, even for a 30 day 
period, on its right to strike. 

The publicity thus far given to 
the President’s proposal has 
placed majé® emphasis on the 
words “fact-finding.” Very little 
attention has been paid to an- 
other function the commissior 
would perform—that of making 
recommendations in settlement otf 
a labor controversy. 

Actually, the latter is the most 
useful and important part of the 
proposal. When the fact-finding 
commission in the General Motors 
dispute reported the other day 
the company, the union, and the 
people of this country were main- 


| 


,mately 20,000 labor disputes dur-. 





| 
| 
| 
| 


ly interested in what the commis- | 


sion had proposed to settle the 
fight. The findings of fact were 
definitely secondary. 

What’s more, if G. M. had par- 
ticipated in the hearing and both 
sides presented evidence on the 
economic issues in the dispute, it 


wanted access to, despite the fact 
that the Board handled approxi- 


ing the war. 

Astothe “cooling off” period, the 
bill introduced by the Adminis- 
tration is understandably ‘painfwut 
to labor at least on this score. It 
says that a strike is illegal for 30 
days once the President has ap- 
pointed a fact-finding commis-- 
sion. It makes no difference un- 
der the bill whether or not a 
strike is in progress. In other 
words, the President is given the 
power to break a strike already 
under way. Now it’s one thing to 
say that there should not be any 
strikes until collective bargaining, 
mediation, and hearings before a 
body with power to recom 
have all taken place. It’s quite 
another to say that, in the absence 
of such established procedures, 2 
strike called in a wholly proper 
way can be made illegal by the 
President’s intervention. 

The trouble is that the Truman 
plan starts at the very end of the 
labor dispute, after the parties 
have worked themselves up to 
fever heat. It doesn’t deal with 
any of the steps that take place 
before the strike or threatened 
strike. It seems to me that the 
procedures of collective bargaim-- 
ing and mediation must be in- 
tegrated into any over-all plan for 


'the settlement of labor disputes 


through commissions with the 
power to recommend a solution. 
That, in fact, is the essence of the 
Railway Labor Act on which the 
Truman plan is supposedly based. 
But only one part of the Railway 
Labor Act is copied in the Presi-- 
dent’s proposal—the very last 
part. 

What is needed, therefore, in 
my judgment, is a plan for the 
settlement of labor disputes that 
would start at the beginning and 
carry through to the final stage. 
This can be worked out only if 
the whole matter is studied with 
great care. There are many pit- 


Ww Ww 


ports required to repair her this statement to the membership | put to the committee to serve as 

plants and transportation facili- | of the United States Associates, the basis for its study: What 

ties extensively damaged by|and the appropriate legislative | should be done to settle labor dis- 

the war, for retooling for peace-| ang executive officials of the| putes where collective bargain- 

naterlals required in the oper_| Government, and to take such | ing and conciliation have been 

at’-n -* her industries. ‘other steps as he may consider | exhausted and the parties are still 
& 2 Her food requirements are’ appropriate in support thereof. at odds? 


’ “| falls which cannot be avoided it 
would have been a physical im- | jegislation is slapped together in 
possibility for the commission to|a great hurry and presented as 


have completed its work in th: |the correct answer. This final 
allotted thirty days. Even so, it solution will come about only 
went over the limit. And that through the most careful and 
would be true in practically every :.......aniike consideration. 
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I-think that what we need in 
this country is more clarity, more 
understanding about some of 
these problems. Just plain loosely 
worrying about them doesn’t do 
any good. It would do a lot of 
good if more people undestood 
what was going on. We hear all 
these terms: purchasing power, 
capacity to pay—and this means 
different things to different 
people — and productivity and 
efficiency; and there is no use 
throwing these terms around; 
we'd better sit down and try to 
find out what they mean and 
what they show. 

It reminds me of an incident a 
couple of months ago when I was 
sitting at my desk in the office 
and I opened the morning mail 
and got an invitation to go to a 
scientific society meeting, of 
which society I was a member. I 
leoked at the program and the 
whole-day session was going to be 
devoted to the atomic bomb. I 
looked at the rest of the speakers 
and put the thing aside, pretty 
well making up my mind I 
wouldn't go to that meeting. I 
hardly laid this aside when the 
telephone rang and a friend of 
mine called up and said, “Are 
you worried about the atomic 
bomb?” and I said, “I have plenty 
to worry about without worrying 
about the atomic bomb.” He said, 
“Have you any ideas about the 
atomic bomb?” and I replied, “I’m 
sure I haven't any ideas about the 
atomic bomb.” He sounded more 
and more disappointed and finally 
he said, “If you get any ideas 
about the atomic bomb, call me 
up, will you?” and I said, “All 
right, I will.” He was on the 
program. He was going to read 
a paper about the atomic bomb. 


Worrying About the Labor 
Problem 

Well, that’s the way it is with 
the labor problem. We have a 
country that is worrying about it 
and I don’t know that that is 
going to do any good. 

Now, what is it. that we worry 
about? Well, one thing we are 
worrying about—and it is the 
source of our policy, if what we 
are doing is the thing you can 
call policy—is that we don’t want 
to repeat the mistakes of the last 
war. Apparently we made mis- 
takes in the last war and we don’t 
want to repeat them; which is a 
very laudable purpose. 

I read a paper by a friend of 
mine the other night, a very smart 
fellow, on some other phase of 
the last war, and this war, and he 
takes up this question about re- 
peating the mistakes of the last 
war. ‘ He says, “Sure, you don’t 
want to repeat the mistakes of 
the last war”; but he raises a very 
interesting point—a simple point: 
What he said was that before you 
can avoid the mistakes of the last 
war, you have to know what 
those oe were—which is a 
very simple thing. Nobody stops 
to think about what diene oe 
takes were because, while you 
may be bent on avoiding the mis- 
takes of the last war, if you 
weren’t very clear as to what 
they were you might be making 
them all over again. 


Inflation After Last War 
What do you think some of 
the mistakes of the last war were? 
Well, to put them under one 
war was to inflate. We did it 
during the war and immediately 
after the war. And inflation took 
many different forms: prices went 
up very fast; wages went up very 
fast; inventories got accumulated 
at a rapid rate. Then, suddenly, 
ot came a crash. 
began my career in thi 
around that time: t is, a 
practical career. I had been a 
teacher before that; 


involved in a negotiation in Chi- 
cago and was advising a union. 


name, what we did after the last 


It was in the summer of 1920 and 
they were asking for a 15% or 
20% increase, or something like 
that, so you see these figures you 
j|hear nowadays aren’t anything 
snew; we had them after the last 
war, and have them now. We 
had everything that you have 
now: a negotiator, a union and 
an arbitrator, and they were of 
the same type as the men who 
are chosen now; they were chosen 
because they didn’t know any- 
thing about the subject: There is 
an idea] arbitrator. 

The arbitrator, in addition to 
being a college professor, was a 
professor of ethics, so he ap- 
proached this thing on a high 
moral plane. He sat listening to 
the arguments for or against a 
20% increase. He came in one 
day and immediately went into 
another room, and some of the 
other arbitrators came in and 
talked to him a little bit, and he 
came back looking quite glum. 
Then he didn’t go on with the 
proceedings, but called the union 
leaders over and went into an- 
other room with them, and they 
came back, they all looked glum. 


I was a newcomer—I didn’t 
know what was going on. The 
first thing we knew, he adjourned 
the negotiations, and when I got 
an opportunity to go around to 
the union people to see what had 
happened, I found that what had 
happened was this: the manufac- 
turers who went around to see 
the arbitrator in July, 1920, 
showed him a little piece of 
paper. What they showed him 
disturbed him very greatly. He 
went and called the union and 
showed them the same thing, and 
it disturbed the union’ very 
greatly. Do you know what they 
showed him?—they showed him 
cancellations of orders they had 
received from their customers, 
that’s all. That was the time 
when the big cancellations of 
orders came in from all the re- 
tailers in the country; so when 
you get those, you don’t start 
talking about a 20% wage in- 
crease. They resumed in Sep- 
tember, 1921, when they were 
talking about a wage cut instead 
of a wage increase. 

We don’t want to repeat those 
mistakes. We don’t want to re- 
peat the inflation, the building up 
of inventories, the run-away race 
between prices, etc. 





The Present Situation 


Now, what is the present situ- 
ation in the United States? What 
is in the background? What 
is going on? And it is what is 
in the background that will de- 
termine what happens; that is the 
cause of all of these happenings 
that you read about in the news- 
papers and have been reading 
about in the newspapers since last 
August and will contjpue to read 
about in the newspapers for some 
months to come. 


Let me tell you about what the 
background of this present situa- 
tion looks like to me. First of 
all—and this is perhaps one of 
the most important factors in the 
American situation today, has 
been for some months and will 
be for a long time in the future— 
in this country we have today 
the largest demand for goods and 
services that this country has 
ever seen. That means a tre- 
mendous amount of good busi- 
ness, provided everything is all 
right—everything is satisfactory. 
Of course you can spoil even the 
best business situation; that isn’t 
so hard to do. Well-meaning 
people can spoil a good business 
situation if they put their minds 
to it. But we don’t want to do 
that. We have the makings of a 
terrific demand. 


The Building Shortage 


_ Let me give you one illustra- 
tion of it: the building industry. 
Let me show you the statistical 





the 
| boom in 1925; not in 1929, but in| 


picture a little bit. According to 
statistics, the figures, we reached 
peak of the last building, 


1925. After that, it began to. go 
down. We had a little recovery 
in building in the 1930’s, but that 
wasn't anything to boast about— 
that was when we were spending 
a lot of money to promote pros- 
perity. So we have had, you see, 
every 20 years—in 1950 it will be 
a quarter of a century—25 years 
in which building has been de-. 
clining; and even the periods of 
recovery didn’t reach a very high 
level. 

Do you know what happens to 
buildings over a period of years? 
If you don’t get a new supply, 
they become obsolete, get out of 
repair; not to speak of new, at- 
tractive buildings we'd like to 
have if we could get them and 
had the money to buy them. So 
that is one side of the picture. 
Twenty-five years is a long time 
in the history of an industry—an 
essential industry—-when the sup- 
ply has been going down. 

Now the other side of it is, we 
have had, in this period, a tre- 
mendous increase in the popula- 
tion. We added 10,000,000 from 
1920 to 1940; we added another 
8,000,000 from 1940 to 1945; and 
the way the thing looks now, we 
are going to add another 8,000,000 
people from 1945 to 1950. 

Take that period of years— 
leaving out the five years from 
1925 to 1930—put those two things 
together: a supply of building 
over a period of a quarter of a 
century and adding to the popu- 
lation something like over 25,- 
000,000 people during that period; 
well, it is a wonderful setup for 
beautiful business, provided 
everything is right — provided 
there are no large, disturbing 
influences that “put the skids” 
under that. When you go around 
into business in the United States 
you can duplicate that every- 
where. You don’t always get 
businesses dn which you take so 
long to get away and complete a 
project as it does in building, but 
in practically everything—goods, 
services, durable goods, consumer 
goods, light goods, heavy goods— 
there is this enormous unsatis- 
fied demand, the like of which 
we have never seen in this coun- 
try—the size of which we have 
never seen in the United States. 

Now, when you get a picture of 
that kind, you get a picture of a 
situation in which people, if they 
can afford it, will bid for goods. 
They will bid for goods and bid 
for services. If there wasn’t a 
single trade union in the United 
States today, if we were really 
working—wages would go up, in 
spite of everything you hear from 
Washington about unemployment 
and things of that sort; and you 
can see, by following the figures, 
that, even with the strikes, we 
don’t have any unemployment— 
which is a great pity, but we don’t 
have it, and they’re bidding. 

If you go out into the markets 
where people are unorganized 
you will find their rates going up 
all the time and the rates are 
very high compared to anything 
ever paid before in the United 
States. It is a kind of a “bull” 
market, and a “bull” market is a 
market in which there is a scar- 
city of things and in which 
people bid for those scarce 
things, they bid up the price; that 
is what you have on the stock 
market; that’s all there is to it. 
You make rules and say, “You 
can only borrow 50% or 75%. of 
what you buy”—and finally you 
have to pay all cash—and still it 
goes up (or may go down, for 
other reasons—I’m not making 
any stock market forecasts here). 
So that is the situation. 


The Enormous Purchasing Power 

Now, the other side of that pic- 
ture is that there is, in the United 
States, an enormous purchasing 





power. People have laid by 


individual, but all classes of 
people. I wouldn't even cite the 
figures to you because they are 
fantastic figures and they exceed 
anything of the kind we have ever 
seen in the past. They run into 
the billions and billions of dol- 
lars, a lot of it held by business 
but a very great amount of it 
held by private individuals 
throughout the country. 
see, there you get the other side 
of the equation, a perfect set- 
up of it: an enormous scarcity of 
goods and services and no lack of 
purchasing power. 

Well, if we were really actively 
producing things now—if we were 
actively engaged in turning out 
these goods and services—in ad- 
dition to these past accumulations 
of purchasing power we would be 
pouring into the market ali of 
the purchasing power that comes 
out of daily production. For ex- 
ample, the 250,000, 300,000—what- 
ever the number-of people—of 
the General Motors who now hap- 
pen to be authorizing a strike, or 
the 750,000 steel workers who 
were working yesterday and 
aren’t. working today: all that 
purchasing power would be flow- 
ing back and adding to that sup- 
ply; and that is something! 

Now when -you get a situation 
of that kind, if there was nothing 
else you'd’ be safe in saying that 


So you! 





was an inflationary situation. By 
“inflationary situation” I mean 
there would be a bright, powerful 
tendency to push up the prices; 
simply because of shortages and 
simply because it takes a long 
time to make up those shortages 
and because there is a_ vast 
amount of unused and ready pur- 
chasing power scattered tnrough- 
out the country. 


Warn People of Inflationary 
Forces 


Now when you are in a situa- 
tion of that sort and you’re afraid 
of these explosive forces, these 
inflationary forces, if you’re afraid 
of them then it seems to me the 
only thing a public official can 
do is to warn the country about 
these forces. That is the only 
policy I can think it is conceiv- 
able for responsible public offi- 
cials to have, and I can’t imagine 
a responsible public official any- 
where who doesn’t see that that 
is the situation in the United 
States today—or was the situa- 
tion, just before these strikes. 
Under these circumstances there 
is only one kind of a policy the 
country can safely follow, and it 
is a common-sense policy. As a 
matter of fact, all policies have 
common sense: if anybody comes 
around and tries to sell you a 
policy which violates your com- 
mon _ sense, you'd better throw 
him out and pay no attention to 
him. It is simply common sense. 


Now a common-sense policy 
would dictate to this country that, : 
in the face of powerful, explosive 
forces of this kind, we'd better 
be pretty careful about what we 
do. If we do anything in the di- 
rection of pushing up prices, we’d 
better do it slowly and moder- 
ately. If we do it fast and do it 
immoderately, why we will sim- 
ply add another. powerful force to 
these forces that are already so 
big that they can easily get out 
of hand. 


A Labor Inflationary Setup 


Well now, let me look at other 
elements in the background in 
this country today and.see how 
they operate. On the labor side, 
about which I have said nothing 
yet, we have a perfect inflation- 
ary setup. I am not talking about 
individuals, I’m talking about a 
situation. We have a perfect in- 
flationary setup. Let me show 
you what it is. 


In the first place, practically all 
of the important industries of the 
United States today are organ- 
ized. That is the first time that 
has ever been true in the United 

tates; it wasn’t true during the 





great sums of money—all kinds 
of people. I don’t mean every 


| me 





ast war or after the last war. 
It is true, in the United States 


today, that all of the important 
industries are organized; and or-/ 
ganization is a force for lifting 
prices. It does a lot of other 
things, but that is one of the 
things it does and that is the most 
important thing it does and the . 
thing it does most, usually. But 
our situation with respect to or- 
ganized labor is even more com- ° 
plicated than that. Not only do 
we have a movement which has 
thoroughly organized all: of the - 
important basic industries of the 
country, but, from this point of 
view, it is a movement which is 
divided into four competing 
groups. It is not a unified move- 
ment. I den’t know how it would 
behave if it were unified, but I 
know how it behaves when it is 
divided inte four competing units. 


Let me tell you what these units 
are. There is the AFL, there is 
the CHO, there is the United 
Mine Workers in District 50, and 
there is a group of independent 
unions of ali kinds. Now, when 
a labor movement is divided inte 
four groups of that kind, what do 
they do, particularly in critical 
times like these? They compete 
against each other for member- 
ship, for political influence, for 
prestige. 


Competition Among Laber 
Organizations 

How do you take members 
away from somebody else? Let 
give you an_ illustration. 
There is a big metal plant of one 
of our very big companies down 
at Huntington, W. Va. The ClO 
comes down there and organizes 
that plant and they operate under 
the contract. Huntington, W. Va., 
happens to be in one of the coal 
districts. John L. Lewis’ Dis- 
trict 50 is dewn there, and he 
also wants members and has @ 
right to go out and get them; so 
he sends out organizers into. the 
Huntington plant and they tell 
the fellow-workers in that plant 
they’d better join District No. 50. 
What have they got to gain by it? 
—only two possible things: Dis- 
trict 50. promises them - better 
conditions than they got from the 
CIO (and it is easy to promise); 
District 50 can also promise them 
higher wages and smaller dues. 
That is a paradise, you see. So, 
after a few months of that sort 
of thing, the majority of the fel- 
lows slip out of the CIO and join 
District No. 50, and then District 
50 goes to the Government, gets 
itself elected and they come back 
to the firm and negotiate for bet- 
ter terms. Why? Because they 
have already promised their 
members they are going to give 
them better terms, and it’s a gen- 
tleman’s agreement. 


Well, that competition goes on 
all the time and goes on in an 
explosive period like this, and 
pushes up the rise. You have one 
fellow promising one rate and 
another fellow comes along and 
promises a higher rate. 


Take this Western Electric 
strike: it’s a beautiful illustration 
of that. It is a complicated strike. 
Western Electric Company em- 
ployees are organized in an inde- 
pendent union; what we used to 
call in this country a “company 
union,” and what some people call 
a “company-dominated union”— 
that’s another kind. Anyway, it’s 
a union. In the past few years 
the United Electrical and Radio ~ 
Workers tried to organize the 
Western Electric Company em-- 
ployes and take them away from 
their independent union; but they 
didn’t want to join the CIO. The - 
CIO went to Washington (that’s ' 
where everybody goes, sooner or 
later: that’s one of our troubles). 
What do they go to Washington 
for? Not for a visit, but for the 
purpose of bringing the Govern- 
ment into this Western Electric 
picture and getting the Govern- 
ment to use its influence to say 
the Western Electric independent 
union should be thrown out and 
the CIO union put in its place. 
We have an obliging Government > 
and the Government will do 
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things like that, on occasion; so | 
they sent out investigators to) 
Kearney, N. J., and they came} 
out with a decision: that the} 
Western Electric Company em- 
ployes’ independent union is not 
a proper union, it is a company- 
dominated union—that is, a union 
really in favor of the employer; 
and that is a crime in the United 
States. So this Washington board 
issue an order that that union 
should go out of business, that’s 
all. The technical word for it 


.is “disestablish’’: it’s a very de- 


cent word. What it means is, 
It is as if some- 
body came in and said, “We don’t 
like this society of yours; it’s 
going to be disestablished.” The 
CIO comes in, goes to Washing- 
and they win the election 


and they have another union. 


Well, the Western Electric in- 
dependent union are tough. fel- 
lows — fighters; most unions 
aren't. They know the ropes. 
Everybody knows the ropes now-' 
adays, so nobody lies down any 
more. These are valuable pieces 
of property, so the Western Elec- 
tric union says, “To with 
you,” and they go ona strike. Of 
course everybody in Washington 
was indignant about the idea of 
anybody striking about the Gbv- 
ernment. That was a couple of 





months ago. Well, they went 
back to work. 
Now comes these wage de- 


mands and the Western Electric 
union, as an independent union, 
made up its mind it will 
prove to the Government and to 
members that when it 
comes to being a tough organiza- 
tion it’s a good deal tougher than 
any CIO organization is. That 
is the form of this competition 
they take against the other 
unions. They will pull the whole 
telephone industry out for the 
purpose of making their point. 

That is the situation we have 
in this country. We have these 
competing units and they are the 
source of a powerful force, lift- 
ing what?—lifting costs, lifting 
prices. 


Internal Dissention in Unions 


In the trade union movement 
there is another factor moving in 
the same direction and that is an 
internal factor. Take some of 
these unions existing today: 
they’re powerful organizations. 
Take the United Automobile 
Workers: they had 1,250,000 mem- 
bers a little while ago. 

How do you run a union like 
that? It’s a difficult union to 
run. You have political factions; 
you have a General Motors fac- 
tion; you have a Ford faction: 
you have a Michigan faction, a 
Wisconsin faction, etc. These fac- 
tions compete agdinst one an- 
other. If a fellow is a good 
talker, if he is firm with his de- 
mands, he can outbargain all of 
his fellow-officers. If a fellow- 
officer thinks it is a good idea to 
settle for 15%, he’ll come along 
and say. “You shouldn’t settle for 
less than 25%,” and he'll get a 
following. It is easy to get a 
following on a thing of that kind. 
That is what has been going on 
with these unions. It is a very 
difficult political situation. They 
get afraid of him. 


Well, if you look into the labor 
movement today, big as it is, it is 
divided into these competing fac- 
tions on the outside and politi- 
cally it is a great, long distance 
from having settled down intern- 
ally; so these competitive forces 
work inside and outside and they 
tend to push up the bids, and if 
you push up bids on this kind of 
a price—it doesn’t make any dif- 
ference whether this is a price of 
labor or the price of something 
else—you get exactly the same 
kinds of effects. 


Government’s “Double Talk” | 
Now, in addition to these three 
elements in the background, 
namely, the great shortage of 





‘ goods, the great volume of avail 


able purchasing power, the com- 


petitive character of the labor 
union, we have a new element in 
the situation in this country 
which wants to do good to every- | 
body—and that is always a dan-| 
gerous thing to have in the coun-| 
try—wants to be everybody’s| 
friend, and therefore keeps on 
meddling in everything and may| 
spoil the whole “meal” as a re-| 
sult. I don’t need to mention this | 
other element which plays a very 
large part in this labor situation: 
I mean the Government. 


The Government, you see, can 
be 100% against inflation in 
everything it says. I didn’t read 
the President’s speech, I just read 
the headline; but what he said 
was against inflation. That’s the 
great danger: the Government can | 
be a 100% against inflation and| 
do everything in its power to 
make inflation inevitable. That 
is what you have to guard your- 
self against. 

Let’s talk about the Government 
a little bit. Let me go back into 
the history of what the Govern- 
ment has done in this situation. 
When this situation began to get 
under way after the war was over 








'was the 100% 





and we were going into this post- 
war period, the Government be- 


gan to lay down policies, and you | 
can understand these policies best | 


if you talk about concrete cases 
because all policies are concrete 
cases, 
case—in the other case. What’s 
the difference about these general 
remarks you make?—lIt’s what 
you do here, at Huntington, West 
Virginia, or at Pottstown, Penn- 
sylvania, or elsewhere: wherever 
it may be. Well, the Goverr.nent 
began to talk about this postwar 
period and it was “double-talk,” 
and that is what really got it into 
trouble. It was “double-talk.” 
And what I mean when I say that, 
is that the Government indulged 
itself in “double-talk”: well, what 
the Government said was—and 
you'll all remember it; it still is 
saying it a little bit, but it’s much 
more of a whisper—that what we 
have to guard against in this 
country is inflation or deflation. 
Inflation and deflation are at two 
opposite poles. If you guard your- 
self against deflation you have to 
do one thing; against inflation you | 
have to do something else; and | 
you can’t be guarding yourself | 
against both things at the same 
time, because you will be in an 
awful mess. Yet that is what the 
Government kept saying all the 
time; they said, ‘‘There is a danger 
of inflation and a danger of defla- 
tion.” 


Now if there was a danger of 
deflation, the Government said, 
“You ought to raise wages right | 
away, so as to get purchasing 
power and prevent deflation.” 
But if you are going to protect | 
yourself against inflation, then 
you want to be very careful about 
raising costs. 

Take the war, for example. 
During the war, the Government 
was afraid of inflation, and Gov- 


ernment, during the war, knew 
that if you raised wages you! 


would raise prices; that if prices 
went up, wages would go up more; 
that if you wanted to prevent 
prices from going up, you would 
have to control both wages and 
prices. That is what the Govern- 
ment knew during the war. That | 
is the reason why the Government 
invented the “Little Stee] Formu- 
la.” That was a very simple | 
thing: it said that wages are not | 
to be allowed to increase more 
than 15%; that wasn’t because we | 
had a Government in Washington | 
full of inhuman people who didn’t 
want people to earn more money | 
—that wasn’t the reason; the rea- | 
son was, that the Government 
knew very well that if they raised 
the rate of wages, prices would 
go up unavoidably, so that a high- 
er money wage would not earn 
more money for people because 
their purchasing power would go 


down and nobody would be any | agreement. 


it's what you do in this) 





/'next year.” 





_Tomorrow’s 


Markets 
Walier Whyte 
Says— 

By WALTER WHYTE" 


Fear psychology grips market 
at old. technical obstacle. Con- 
sider reaction normal oppor- 
tunity for re-entrance en long 
side with Monday’s lows be- 

















‘ing critical. 


Three factors came along 
and knocked this market 
down. The most apparent, at 
least apparent to the public 
eye, is the strikes. The next 
margin rule. 
Though both have given the 
market public considerable 
fodder for conversation and 
viewing with alarm, the im- 


|portant fact was that the re- 


action came at a point that 
was obvious to the student of 
markets. 

x %* % 

Last week I pointed out that 
the averages were beginning 
to nibble at the lows of 1929, 
a level which represented 
plenty of potential resistance 
and I doubted that there was 
enough buying to overcome 
the selling that was waiting to 
meet it once prices reached 
certain levels. You saw what 
happened. The news hurried 
the process along but you will 


Government threw that idea “out 
the window” and said: “You have 
to guard yourself against defla- 
tion, guard yourself against in- 
flation; therefore you have to 
raise wages and therefore you 
can’t raise prices”—and they came 
upon this impossible formula. 


Now another thing the Govern- 


|ment did in its confusion after the 
| war was to mix into relations be- 
|tween employers and employees, 
|'and the Government did it in this 
| way—and 
| way, and I think it is the cause 
|'of most of our trouble today: The 
\first thing the Government did 
|was to say—and this is a very 


in a very dangerous 


dangerous thing for all govern- 
ments to do unless you’re going to 
be the kind of government that 


'regulates everything: “There has 


to be a substantial increase in 
wages in the United States.” Then, 


| later, another officer of the Gov- 


ernment said, ‘Wages have to go 
up 15% this year and 10% the 
Then another official 
of the Government said: “You can 
raise wages 10% this year and 
you don’t have to increase prices.” 

Those are interesting things to 
say, and if you say them to a 


'whole country many people be- 
| lieve them, and, even if they don’t 


believe them, they use them. If 
a Government official said, “You 
can increase wages 25%, it’s going 
to do everybody good,” they can 
go back to their people and say, 
“This is what the Government 
says, and that’s what we’re going 


‘to stand out for.” 


Now when a union makes a de- 


'mand to an employer and the em- 


ployer replies to that demand— 
or vice versa—then the only way 


_you will ever get a settlement be- 
‘tween those two people is to let 
ithem alone; 


because what are 
they trying to do? They are try- 


|ing to make an agreement be- 
| tween themselves; they are trying 
‘to assume responsibility for an 


That is exactly what 


better off and might be conceiv- | went on in General Motors, for 


ably worse off. 
When the war was over, the 


example. 


Reuthers said, “I want 
(Continued on page 432) 


note that news has a nasty 


| way of coming along and trip- 
(ping the market at a point 


previously indicated by tech- 
nical factors alone. 


* * K 


In the same column I said 
that the market “will have 
run its first course by Thurs- 
day or Friday of this week.” 
I needn’t belabor the. point. 
You saw what happened. Now 
the question again comes up 
—what now? 

s * * 


I have to refer you again 
to last week’s column. In it 
I said “ . once the first 
burst of buying is accomplish- 
ed the usual procedure is dull- 
ness followed by reaction. It 
is this reaction that becomes 
highly important. If stocks 
hold within a certain zone 
with dullness increasing as 
they approach the lows of 
that zone, it can be assumed 
the main trend is still up. If 
certain stocks (leaders) start 
eating into these lows, while 
secondary issues remain 
strong, the signs point to a 
breakdown. The final assay 
is still some time away. But 
it is definitive enough to warn 
against new buying at this 


point.” 


cd o* * 


Take a look at that para- 
graph again and compare it 
with what happened the last 
few days, and what you see 
going on today (Tuesday). 
You will see that stocks did 
go down. But if you take a 
look at the support levels you 
will see that even though the 
decline was sharp prices did 
not break any lows. Roughly 
these lows (referring to aver- 
ages) are about 194 to 196. 
The critical point in the same 
average is about 190. If they 
break that you can be almost 
certain the bull market is 
over, at least for more than 
just a few weeks. But even 
if that would happen it need 
not necessarily be followed by 
an immediate break, Things 
just don’t happen that simply. 
What will probably occur is 
a sharp rally which could get 
everybody’s hopes up, but a 
rally that would be nothing 
more than just a last gasp. 
As all the foregoing is not an- 
ticipated you can forget it for 
the time being. I’m merely 
throwing in to show you some 
of the machinations. 
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What is actually happening 
doesn’t indicate either a bull 
or a bear market. In fact re- 
cent action is far from bearish 
if it’s anything at all. True, 
prices shot up and just as 
rapidly fell back. But despite 
the frightening headlines the 


market only took back part of 
its recent gains. 
ne oo * 


For the past two weeks I 
have been recommending 
buying certain stocks at spe- 
cific prices. Despite the sharp 
break of the last few days of 
last week, and Monday of this 
week, only two of the four 
stocks became available. The 
question is whether or not 
prices were too low to start 
with. For with such a break 
it seems reasonable to assume 
that all stocks would have 
become available. From a day 
to day study of the price 
structure it now looks as if 
Monday’s low of 195.82 would: 
be the important one to watch 
and by the same token the 
lows made that day by indi- 
vidual issues should be equal- 
ly important. In any case it is 
probable that these lows will 
not pass untested. So until 
another reaction carries them 
to that level the buy figures 
remain the same. 
7 * 


You now have Baldwin 
Loco at 34. The stop is still 
31%. You also were able to 


buy Waukesha Motors at 
3242 with a stop at 29. A. M. 
Byers to be bought between 
24 and 25, stop 23, and Flint- 
kote between 35 and 36, stop 
34, were unavailable. I ad- 
vise keeping buy orders in- 
tact. 


* 


% Bg *% 


More next Thursday. 
—Walter Whyte 


[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 
Chronicle. They are presented as 
those of the author only.] 
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Labor Inflation 


, (Continued fr ‘toa 
Genera! Motors said, “We talking to a very noted statistician 
Reuth- 


can't pay you anything.” 
ers insists he wants 30%; General! 
Motors says, “All right, we'll pay 


5%.” Reuthers insists he wants | thougt 
30% : General Motors comes along | to 35%. 


and says, “All right, we'll give 
you 13%¢.” Why? 
keep wages up to the increase in | 
ihe cost of living between the | 
present time and January, 1941.| 
So two parties are arguing. It’s | 
just like a business contract: 
you're buying a piece of property 
and you bargain the thing out 
with each other. 

Now, sooner or later, those fel- 
Jows would have reached a settle- 
yent if they’d been let alone; but 
suppose you are bargaining like 
that, one side with the other, 
then an outsider comes in (and an 
influential outsider: one whose | 
word carries a lot of weight) and | 
that outsider says, “Don’t settle 
here. If you don’t settle here} 
and you come to Washington 
we'll get more money for you.” 
Do you think they would settle? 
They can’t settle; why should they | 
fettle? It’s impossible to carry on | 
collective bargaining or negotia- | 
tions under those conditions. And | 
dhat is precisely what has hap- 
pened here in this situation: They | 
were negotiating along al! right, | 
ihey were under pressure inside 
1o make a settlement—inside the 
firm, from various forces exerted | 
jn a firm; inside the union, from | 
forces exerted inside the union. 

After all, you want to remem- 
ber the people out of work in 
General Motors have lost, on the | 
average, over $400 a head, and! 
yen don’t want to stay out be- | 
cause of a couple of cents, they | 
will make a reasonable kind of | 
settlement; but into this picture | 
comes an organization with enor- | 
ynous prestige and says, “You | 
don’t have to do that. The proper | 
way to settle it is to settle it sen- | 
sibly and in moderation”; and the | 

first thing you know, the Presi- | 
dent appoints a fact-finding board | 
and that makes a decision and you | 
get a new figure, and that new | 
figure will be the ruling figure | 
because one of the negotiators | 
can’t afford to turn it down, no 
matter what he thinks about the | 
thing. Se you see you have, in| 
‘the present situation in the United 
tates, these four powerful influ- 
‘ential forces—whatever you want 
‘fo call them—that are pushing 
costs up and pushing prices up. 
And once they get moving that 
Way—and they are moving all the 
time that way, every day, even 
under the OPA (they move slow- 
jy, reluctantly, but if you follow 
their decisions you will find they | 
wmake an adjustment hee and 
wnake another adjustme.ut there )— 
they are hard to stup. Many of 
their adjustments I don’t under- 
stand. I read that an automobile 
price on a base car should be 
i%% higher than it was in 1942: 
but then I read of a lot of engi- | 
neering changes going into the | 
car. One engineering change cost | 
$78, another engineering change | 
cost $52, another $83; if I had had 
@ piece of paper I could have 
added those up and could have) 
reached a 10% or 15% increase in | 
the cost of the car. I assume they | 
are legitimate, but there are many | 
ways of doing this kind of a job) 
and their prices are going up. 








Wage Demands and Prices 


Now when you get a movement 
of that kind, then the next thing 


happens inevitably; it happened | 
before, it will happen this time. | 


What happens is that prices begin 
Slowly to move up. 

Take clothing: Clothing is al- 
ready 50% higher than it was be- 
fore the war. That is the official 
index. Going into the store, it 
looks higher even than that. My 
Guess is that it’s much higher 
than that. 


In order to | 


13.3%; in 





Take food: Again going to the 
official index, that is up 50% more. 
than it was before the war. I was. 


om page 431) 


the other day and asking him 
what he thought would happen in 
the next year or so. He said _he 
thought prices were going up 25% 


Suppose they do go up. in a 
year-anc-a-half and you begin to 
see the movement. I don’t know 
whether any of you have looked 
at these official indices; they’re 
pretty interesting. They come out 
every month: usually two or three 
months late, so you shouldn't get 
excited. (Laughter) It’s like look- 
ing at the temperature of a sick 
patient as it was a couple of 
months ago. So you look at it. 
{ looked at it in 1919 when we 
aad this big error: “We don’t want 
‘to inerease today,” but in Jan- 
uary the cost of living went up 
February, 0.1%; in 


March the “patient’ recovered, 


| and the index of the cost of living 
| went down 0.3%; so everything 


looked lovely. But you come to 
the end of the 12 months and the 
index of the cost of living. went 
up about 15%. That is the reason 
why, in 1941, we invented the 
“Little Steel Formula.” 

Now when you get a situation 
of that kind you get a whole new 


| series of wage demands. Why? Be- 
| cause wage demands are related 


to what is happening. One time 


| you get a wage demand; what for? 


-—to maintain take-home pay. 
Next six months you get a wage 
demand; what for?—to keep wages 


|up with the efficiency of indus- 


try. Another six months you get 


/another wage demand; what for? 


—-to keep wages up with profits. 
After that you get another de- 
mand; what for?—to keep wages 
up to the cost of living. Suppose 
you get the cost of living raised 
up 6% in eight months or even a 
lesser time; then you are going 
to get a whole new wave of wage 
demands, and they will be based 
upon this reason: It will be 
said that, “We made a wage set- 
tlement back here in January of 
1946” or “in February of 1946” 
or “with the oil workers in De- 
cember of 1945. We settled for 
18%, and we believed when we 
were settling at that time that 
prices would remain stable. Now 
we get these figures from Wash- 
ington and we know they’re 
wrong and we know that the cost 
of living has gone up even more 
than they have shown, but even 
those figures show that the cost 
of living has gone up 7%, 8%, 9% 
and we have to maintain the pur- 
chasing power of the wage we set- 
tled for back in December, 1945,” 
and you have a whole new series 
of wage increases. 


Present Strikes Hard to Settle 


That is the order in which 
things have happened before and 
the order in which things are 
likely to happen now. So that 
what we have a right to look for- 
ward to—and I’m not talking 
about this present wave of strikes 
because they are going to be aw- 
ful hard to settle; we stuck our 
foot in and it will be hard to pull 
it out, and it isn’t easy to see 


| who is going to do it or how— 


but the fact is, we have done 
everything possible to repeat the 
mistakes we have made in the 


past, by allowing all these forces 
that are operating anynow to 
move up costs and prices, to oper- 
ate more vigorously than they 
would under another kind of pub- 
lic policy; and that after these 
waves of strikes are settled and 
people go back to work, there will 
then arise a new set of demands 
in the effort of the people who 
made these early settlements to 
cause the wage rate to keep pace 
with the cost of living. 

Now that is the kind of a situa- 
tion I think we are in in the 
United States today. I have gone 
beyond my time, but I just want 


(Continued from page 370) 
time that costs in all lines oi en- 
terprise will be higher—however, 
in many cases they will be oftset 
by inevitably higher prices. Thus, 
on the whole, 1946 profit trends 
could compare favorably with the 
record earnings of 1944. 

But, whereas 1944 high profits 
were spread over many industries, 
1946 earnings are likely to be 
much more selective. Firms which 
have been dependent chiefly upon 
war earnings are likely to suffer 
sharp declines. On the other hand, ' 
industries that have built up huge 
volumes of deferred demand are | 
likely to sustain their high earn-| 
ings. 

Thus, a determination of the) 
1946 outlook for stock prices wil! 
depend upon good judgment in 
appraising the outlook for various 
industries, and choosing those 
which have the best prospects for 
sustained high profits. Herewith 
an attempt is made to comment 
upon a number of industries which | 
appear to have bright prospects 
for the coming year, in the light) 
of the demand for their products | 
and services. It is interesting that | 
the technical position of the stocks | 
in most of these industries is such 
that they show poorer-than-mar- | 
ket trends for several months back | 
—that is, they have not run up! 
parallel to the low-priced gambles | 
which have been so prominent on 
the tape in recent weeks. This is 
as it should be, in that the indus- 
tries (and most of the stocks) | 


to have one more word to say in 
conclusion. 


Employers and Unions Should 
Settle Their Own Disputes 


I am clear in my own mind 
that, so far as the settlement of 
these kinds of questions in the 
United States is concerned, we 
are not going to settle these things 
properly unless we do a very dif- 
ficult thing; but the longer we 
keep from doing it, the longer we 
delay doing it, the more difficult 
it will be and the worse the prob- | 
lems we will create for ourselves. | 
That difficult thing that we have 
to do is to induce, persuade, en- 
courage employers and unions to 
settle their own problems; because 
if we don’t induce them to settle 
them by themselves, it is going 
to be hauled down to Washington 
every time, and you can do that 
during a war—you have te do it 
during a war; nobody worries | 
about the economic mistakes you 
make during a war because, from 
an economic point of view, a war 
is the most wasteful thing a coun- 
try can indulge in—but you can’t 
afford to do it in peacetime, we 
will haul it down to Washington 
where it will become a political 
football, which is what it is today. 
and we will never get a sound 
settlement—never get a settlement 
—without strife, and the settle- 
ments finally battered out will 
have been very costly in civil 
strife in industries and they will 
be unsound settlements. 


Now I know a good deal about 
American industry and organized 
labor, and I am convinced that, 
let alone and required to settle 
their own differences, they could 
have settled every one of these 
questions, not without any strikes 
—you are bound to have them in a 
period of this kind—but without 
this succession of the nation-wide, 
industry-wide strikes which we 
are now facing in this country. 
One of the principal reasons why 
we have these strikes is that the 
negotiators are led to believe— 
and they are right in believing it 
—that they don’t have to settle 
“on the ground”; and if they are 
led to believe that, and they can 
make better terms by going out- 
side, they won’t settle and they 
will go outside and try to get it 
settled there on terms better for 
them, worse for their memberg, 
worse for their country, good as 





the terms may happen to look 


| available supply. As paper stocks 





at that time. 


selected as being attractive for 
1946 are backbone contributors to 
any period of prosperity. 

In addition to the ten groups 
briefly discussed, these sections 
might also be considered attrac- 
tive: Amusement, Apparel, Cop- 
per, Paper and Rayon. 

Advertising — Printing and 
Publishing—Eventually, the pres- 
ent strike wave will end and in- 
dustry will attain its long-delayed | 
volume production, especially ot | 
all kinds of consumer durable! 
articles. A number of companies, | 
having abandoned their usual| 
war, are capitalizing reconversion 
to enter new fields, competing 
with older established companies. 
Thus, competition éor markets — | 
household appliances are an ex-/| 
cellent example — will be ex-| 
tremely keen. A most logical way 
to stimulate the demand for prod- | 
ucts will be through advertising, 
particularly in periodicals. That 
manufacturers believe this adver- 
tising to be of utmost importance 
has been demonstrated by the faci | 
that, during a good part of the 
wartime period, they have used 
periodicals to keep their names 
and peacetime products in front o/ 
the consumer. The larger pro- 
ducers especially could not afford 
to lose the benefits of keeping 
their names constantly before the 
public. 

Periodical advertising has been 
severely curtailed during was 
years by the serious paper short- 
age the demand for advertising 
space continually exceeded the 


peacetime production during = 


increase in 1946, periodicals- wil 
be able to expand their adveftis- 
ing pages substantially — anc 
thereby their income from adver- 
tising. 1946-1947 earnings are esti- 
mated to be considerably highe: 
than those of recent years, or ever 
those of the immediate pre-wai 
years. Thus, printing and publish- 
ing companies may be expected tc 
continue to be one of the most 
popular groups during 1946. 


Automobiles — The wide 
publicity given to the General 
Motors strike, and the attendan, 
wage negotiations with the other 
automobile companies, have ob- 
scured the gradual rise in the rate 
of automobile output since thc 
first of the year. Last week, Pack- 
ard Motor Car was added to the 
list of producing manufacturers 
Although Ford’s January goal oi 
2,000 units per day will not b« 
realized because of the recent 
long-drawn-out shutdown of the 
two leading glass producers, it has 
passed the 1,200 mark and is 
steadily gaining momentum. 
Chrysler, which has not been re- 
leasing figures, is believed to be 
turning out around 1,000 units pei 
day. Studebaker, which joined 
the ranks of active producers re- 
cently, is working toward the 200- 
a-day mark and is aiming for ¢ 
rate of 400 before long. Hudson 
has attained about the same rate. 


Although settlement of the Gen- 
eral Motors strike was undoubt- 
edly complicated by the Fact 
Finding Board’s decision in favo 
of a 17.5% increase in wages, it is 
believed that pressure of circum- 
stances will bring about a settle- 
ment of this strike before very 
long. The glass strike has ended 
By December, General Motors will 
probably be able to reach a total 
(for the year) of 1,300,000 units 
(disproportionately low because 
of the strike), with Ford turning 
out approximately 1,300,000. 
Chrysler, 1,200,000, and _ the 
smaller companies increasing 
their production relatively. Total 
production for 1946 is now esti-| 
mated at around 4,000,000 units, | 
which is slightly less than the. 
1941 total of 4,838,561 (U. S. pro-| 
duction of cars and trucks). On| 
the demand side, certainly, the) 
companies have every stimulus to 











| products. 


10 Stock Groups Likely to Out-Perform Market in 1946 


probably two or three years, be- 
fore the desire for new cars is 
nearly satisfied. The inevitable 
increase in wages will put pres- 
sure upon net income—in fact, re- 
ports for the first half of 1946 are 
likely to make rather poor read- 
ing. However, it is believed that 
pressure of demand will force the 
OPA to permit some price in- 


| creases, and year-end figures for 


1946 may well show earnings at 
approximately the 1941 level 
Thus, although the present aver- 
age price of the listed stocks of 
automobile companies is approx- 
imately 18 times the 1941 earn- 
ings, there appears to be consider- 
able room for improvement before 
an overpriced condition prevails— 
this despite the fact that the auto- 
mobile issues made their low in 
December, 1941, and have been 
trending steadily upward ever 
since. The outlook for the truck 
companies appears equally good— 
and their recent relative market 
trend has demonstrated even 
greater technical strength. 


Building — As is the case with 
many other industries, material 
and labor shortages are keeping 
the construction industry trom 
embarking on the biggest boom of 
all time. Never before has there 
been such unfilled demand for 
housing — a demand now in the 
emergency stage. It will prob- 
ably be mid-year before building 
material producers begin to oper- 
ate in volume. But authorities in 
the field doubt that more than 
500,000 housing units can be com- 
pleted in 1946, as compared with 
an immediate demand for 1,200,- 
900 units. The demand is con- 
stantly growing. Moreover 
many manufacturers find it 
impossible to make profits on 
building materials under present 
price ceilings—another serious 
deterrent to volume production 
It is estimated that the cost of 
new production will be at least 
35%-50% higher than that of the 
Summer of 1939. Priorities for 
homes under $10,000 place in- 
creasing strain on manufacturing 
costs. Nevertheless, definite im- 
provement will be seen by the 
mid-year and the end of 1946 
should see home-construction ac- 
tivity going forward on a gar- 
gantuan scale—total, dollar vol- 
ume of new construction in 1946 is 
estimated at around $5 billion. 
Price relief of some kind appears 
inevitable—and with the oppor- 
tunity for profit, those interested 
in building shares will find them 
increasingly attractive. Housing 
is the outstanding industry of the 
next several years—onee transi- 
tion problems are overcome, an- 
nual volume exceeding $10 billion 
is expected over the next five 
years. 

Chemicals—The chemical in- 
dustry continues to be the most 
romantic and perhaps the most 
dynamic, in that constant changes 
and progress are opening new 
fields of chemical development. 
War-time shortages of many nat- 
ural materials forced our Armed 
Services and many producers to 
turn to chemistry for alternate 
materials. In many cases, these 
are proving as good and in some 
ways better than previously used 
The chemical group is 
and has tor a long time been con- 
sidered a very high-grade invest- 
ment industry. With its steady 
long-term growth trend, it pro- 
vides a measure of safety for 
which investors are willing to pay 
highly. There seems to be little 
doubt that, through 1946 and for 
a number of years to come, the 
chemical industry will continue to 
be one of the most attractive, not 
only for investors but for shorter- 
term traders who wish to provide 
a measure of defense against 
rapid movements in more volatile 
stocks. 


Electrical Appliances — The 


produce continually and at a rapid+present shortage which is nearest 


rate, for at least 18 months and! 


to the average consumer's heart, is 
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the shortage in all kinds of elec- 


trical appliances, radios and vari- 
ous types of other household 
equipment, The pent-up demand | 


is stupendous. Moreover, con- 
sumer purchasing power is at 2 
record high. Once they can get 
started, there is little doubt that 
makers can continue for many 
months at a high rate of produc- 
tion—this despite the fact that 
the industry is extremely com- 
petitive and the war's end has 
brought a number of new com- 
panies into the field. 


The major obstacles to quick 





starting are the lack of materials | 


and parts and the failure of the 
OPA to set profitable prices—or, 


in some cases, any prices at all. | 


Prices thus far have been set 
approximately at the 1942 level, 


although costs are higher than in| 


1942 and likely 
further. 
not expect to reach the 1941 rate 
of production until late in the 
year, although radio 


to go up even 


producers | 


Most manufacturers do| 


expect to be in full capacity by | 


early Summer. These obstacles 
appear to be more than offset in 
the minds of most investors by 
the volume of potential demand 
and the belief that price prob- 
Jems and material shortages will 
soon be solved. The stocks of 
many 
panies are relatively behind the 
market and at the present time 
offer very attractive opportunities 
for purchase. 

Machine Teols—When the war 
ended, great concern was ex- 
pressed as to the future of ma- 
chine tool producers. It was 
believed that there would be a 
huge surplus of war-time tools on 
hand which could be converted 
to peace-time usage. However, 
thus far (for several reasons) the 
expected decline in the demand 
for these products has not oc- 
curred. First, in an effort to 
offset higher wage costs, there is 
the demand for more highly pro- 
ductive machine tools. Manage- 
ments are seeking machinery 
which is more automatic, has 
greater interchangeability and re- 
quires the minimum of man- 
hours. Machine tool makers are 
responding with a number of in- 
teresting new developments. One 
company has produced a machine 
with an automatic control which 
can duplicate one part automat- 
ically and with perfect accuracy 
for an indefinite period. Another 
is offering a drill which can be 
switched from one job to another 
in only 30 minutes and will re- 
place the work of machines cost- 
ing in the aggregate four and five 
times as much; still another has 
produced an electronic-hydraulic 
device which turns out finished 
products without an operator. 

In addition to the labor-saving 
advantages of new machine tools, 
there is the demand for products 
by concerns which are shifting 
over into wholly new lines of en- 


deavor. Moreover, redesigning of 
many products makes  single- 
purpose machine tools obsolete 


and creates demand for new ones. 
Thus, the machine tool industry 
may be placed among those which 
have relatively good prospects 
during 1946. There are many at- 
tractive stocks which are excel- 
lent growth situations and their 
prices should reflect expanding 
trends for some time to cime. 
Office Equipment—Every office 
worker has had first-hand expe- 
rience with the vast need for 
more up-to-date and efficient 
office machinery. A great many 
of the manufacturing facilities for 
office equipment, since they were 
adapted to precision work, were 
found ideally suitable for the 
making of precision weavons and 


electrical appliance com-| 





ordnance. Whenever office ma-| 


chines were available, they were 
immediately snapped up by the 


j 


Thus far,. they 
troubled by 


have. been. less 
strikes -than many | 
other. consumer. durable ° indus- 
tries. However, the need to train | 
workers to intricate jobs, added | 
to material shortages, is delaving | 
full production. Office. equip- 
men shares as a whole have not; 
risen proportionately with many | 


other groups in the market. This | 
is partly because they are of} 
semi-investment calibre. Never-| 


theless, there appears to be con- 


siderable prospect for improve-| 
ment in the price level of the! 
group. In fact, recently’ they | 


have shown evideaces 6f more de- 
mand than had been the case for | 
a number of months. 


Railroads—There is an honest 
difference of opinion among in- 
vestors concerning the post-war 
outlook for the railroads—and 
there are certain factors support- 
ing both the pros and the cons. 
On the negative side are the in- 
evitable slackening from the rec- 
orc wartime traffic; the increased 
costs which are sure,to develop; 
the large volume of equipment | 
which must be purchased; and the 
belief that the large rise already 
scored by rail securities discounts 
all or most of the substantial bet- 
terment in their financial setups. 


On the favorable side, there are 
more numerous factors. First, | 
there is the belief that no great} 
businss boom, such as that which 
is expected, can be accomplished | 
without yielding large gross to 
the railroads: secondly, there is 
the hope that post-war competi- 
tion from other modes of trans-| 
portation will not be as ruinous 
as in the 30's: third, there is the} 
ability of rail managements to} 
offset higher wage costs with in- 
creased operating efficiencvy—and 
tied in with this is the hope that | 
increased costs will also bring 
higher freight rates. Moreover, 
the industry, recognizing the 
challenge of competition, and 
being financially able—as it was 
not in the 30’s—to do something 
about it, is prepared to spend vast 
additional sums to improve its! 
services and create greater effi- 
ciency. 

Finally, railroad gross has been 
found to average about 5%-6% 
of national income. At the $140 
jillion figure now talked about 
‘or national income by Washing- 





; 
} 


} 


ton forecasters, the railroads 
ould realize approximately $7 
billion—thus, net after taxes 
could closely approximate the 
$501.4 million realized in 1941. 
fherefore, on balance. the rails 
must be included in the list of 


favored post-war sections of the 
market. : 
Railroad Equipment — Closely 
ollowing after building and auto 
sroduction an industry where 
yacklog demand is extremely 
large, is railroad equipment. Es- 
timates are that during the next 


a 


ive years (through 1950) the 
class A railroads will require 
{0,000 passenger cars, 70,000 
freight cars and a large number 
f locomotives. These reguire- 
ments are for domestic service 
alone. Moreover, there is a sub- 
stantial export market. The 
French Government already has 


contracted for 1.340 locomotives, 
If which 1,200 will be made by 
American builders. The cost of 


these locomotives will be $154 
million—and other countries are 
sure to follow suit. Thus, the 


railroad equipment shares should 
share well in a further extension 
of the major uptrend. 


Rubber—One of the most acute 
shortages which has been built 
up during wartime in many civil- 
ian lines has been the lack of 
rubber. The number of truck 
and passenger car tires needed 
alone is stupendous—there are 
probably very few cars on the 
road today which would not bene- 


Armed Services (or high priority | fit from “new rubber all around.” 


manufacturers), who proceeded to 
give them very hard usage. As a 
result, the office equipment 


makers find themselves with the| top speed during al! of 1946. Ex- 


| 


The huge demand for these and 
other rubber products will prob- 
ably keep the industry going at 


largest backlog in their history. pectations are that total consump- 


aon. 


| ages have been the main obstruc- 


| be faced in 1946, due to the rela- 


| well as their equipment. 
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tion will reach 950,000 tons—a 
record high for either peace or 
war. Of the total tonnage of rub- 
ber, about two-thirds will be syn- 
thetic and one-third imports of 
natural rubber. Manpower short- 


the principal will mature in 30 
| s¢mi-annual installments, the first 


U. S. Savs.-Loan Ass’n 
Greatest Year in (944 cit Vecinning on ‘sept, 30 1981, 


The largest gain in assets in 2 | te second ten at 3% falling due- 
| single year which the savings anc — chivd” aa Eri és 30, Lt 
; saticy 2% a alling 
tion to full production and as loan and cooperative bank systerr 4 > a = . 
workers. become more available of the nation has ever experiencec sg tainsedininisn, Thawte: osetia. 
this obstruction should be cleared | WS achieved in 1944, H. F. Cel- 
away. At some point—probably /@rius, Cincinnati, Secretary- DIVIDEND NOTICES 
not until 1947—the industry wil] | ’easurer of the United States ot 
be confronted with the economic | >#Vings and Loan’ League, re- At a meeting of the Directors 
problem of synthetic versus nat-| Ported to the League's executive | held January 17, 1946 it was de- 
ural rubber, but this is a problem| Council in annual meeting re-| cided to recommend to stockhold- 

ers at the annual meeting fixed to 
be held February 18, 1946 payment 








which will probably not have to|cC¢@tly. The gain of $886,460,637 
brought the business up to $7,- 





tively small amount of imports | 479,750,657 as of Dec. 31, 1944, he}on March 30, 1946 of Final 
that are possible at present. Rub-|5#id. “Considering that the year | Dividend of Seven Pence for 
ber stocks as a whole, like auto-|12 Which we are now operating}each One Pound of Ordinary 


has been one of even more spec- 
tacular increase than fast, I think 
there is no question that we shall 
be over $8,000,000,000 by the 
close of 1945,” he said. 

“Surplus and undivided profits 
amount to 7.8% of total assets in| 
spite of the rapid growth we have | 
experienced. Every factor in the) 
statistical outlook of savings and | 
‘ | loan institutions and cooperative 
Lines as Investments | banks points to a readiness to play | 

}an unprecedented part in the | 

(Continued from page 372) home ownership expansion of the 
member that the railroads own | next decade. Our financial posi- | 
their roadbeds and terminals, as| tion should also gain for us a new | 2 ie : 

|high rank among the savings in-| Final Dividend amounting to 
; ey , 1 pin aeeey £692,935 and allocating £150,000 

With the airlines the situation | stitutions of the nation. He Seed 
is very different. They own no added: boa She Deane wanes 9g 5 ae 
readbeds nor terminals. The air is “In a period of growth and re-| a "f conc will be £2 571... 
free to all; while the terminals are | construction the positions of the} a eee sibs 
publicly ig Med ny time the | various states in the savings and) 
government could start competing loan system are likely to change | on March 30, 1946 Interim Divi- 
air routes with little expense. frequently. As of the close of last! dend of Ten Pence for each One 


Thi e that, however 1 ‘ ‘ . 
ie’ pecdite taaly he durtne these | Year, Ohio maintained not only | Pound of Ordinary Stock for the 
: as| current year on the issued Or- 


honeymoon years, they cannot its lead but also its distinction | dinary Stock of the Company free 
last many years. Airplane traffic the only billion dollar State. The) o¢ British Income Tax. 


will increase tremendously; but $ : . r ‘ 
- a9 second ranking State is now 7 | a 
this does not mean that airplane | *°°°" & is now Hew Transfers received up to Feb 


mobile issues, have been advanc-'| 
ing steadily since late 1941.) 
Nevertheless, they do not appear 
to have over-discounted their 
possibilities. Thus, they should 
continue to be popular over the 
coming year. 


Stock free of British Income Taz 
upon the issued Ordinary Stock. 
The recommendation to increase 
the Final Dividend by One Penny 
for each One Pound of Ordinary 
| Stock is made by reason of reduc- 
tion in the standard rate of Brit- 
ish Income Tax for the year 1946- 
1947 which makes available higher 
net profits. 

Net profits for the year after 
‘deducting all charges and ex- 
penses for management etc. and 
providing for taxation are £3,- 
578,361 as against £3,404,027 for 
the previous year. After paying 














Bahson Discusses Air 


Directors have decided to pay 


| companies will always make much 


money. Furthermore, it strongly 


are now selling too high. 


An Investment Yardstick 


One of the best yardsticks for | 
judging most stocks is the rela- | 
tion of price to earnings. I try to} 
select stocks which are selling | 
about ten times their annual earn- | 
ings: certainly twenty times is a| 
maximum ratio. Yet, the leading 
airline stocks are today averaging 
to sell at forty times their earn- 
ings. This seems crazy to me. 

Of course, there is one thing 
about airplane stocks which ap- 
peals to investors, viz: In order 
to buy an interest in 75% of the 
nation’s rail business an investor 
must buy stocks of 300 different 
railroads. But he can buy an in- 
terest in 75% 


of the total air 
business by buying the stocks of 
only seven airline companies. 
These are American Airlines, 


Eastern Airlines, United Airlines, 
T.W.A., Pan-American, North- 
western and Penn. Central]. Yet, 
this advantage cannot justify the 
big rise in prices which aj] have 
had during the past ten years. 


Inflation Possibilities 

Airplane stocks are no good as 
“inflation” hedges. They are poor 
“socialistic” hedges. Their value 
lies with the probability of huge 
earnings during the next few 
years; but then look out. Although 
very popular they can be very | 
risky for the long-pull investor. | 
Better keep your money on the 
ground rather than in the air! 
Personally, I am not keen for 
anything that operates on wheels 
and that depends upon ftanchises | 
or public regulations. — 

The best inflation hedge is good 
fertile Mother Earth upon which 
you can live—near enough to a 
small city where you can get a) 
job or have a smail business of | 
your own. The next best is a/| 
family of God-fearing children, 
each educated to some one profes- | 
sion or trade. Money invested in | 


| good land, good children and good | 


education is far safer than in the | 
stocks of any company operating | 
on the ground, above tine ground | 
or under the ground! 


York which had gone over $600,- 
000,000 by the end of 1944. Mas- 


| suggests that some airplane stocks | sachusetts was a close third with 


$593,000,000 and we 


Pennsylvania and California.” 





Loans to Belgium 


Two loans to Belgium totaling 
$100,000,000 extended by the Ex- 
port-Impert Bank at Washington 
were made known on Dec. 20, ai 
which time Associated Press ad- 
vices from Washington stated: 
‘They provide for: 

‘1. $55,000,000 for the purchase 
in the United States of items ap- 


proved under lend-lease before 
V-J Day.. This credit, to be avail- 
able until June 30, 1946, is to be 


repaid in 60 semi-annual install- 
ments beginning on next July 1. 
Interest will be 2%8%. 

“2. $45,000.000 to buy farm anc 
manufactured products in this 


country. Advances will be made 
against 242% Belgian notes whict 
will mature on March 31, 1951 
At that time Belgium will have 


the right to tender new notes iv 
exchange for the original notes 
Under this funding arrangemen 


“DIVIDEND NOTICES 





INTERNATIONAL HARVESTEF 
COMPANY 


Quarterly dividend No. 110 of one dolle 
and seventy-five cents ($1.75) per share o 
the preferred stock payable March |} 194¢ 


has been declared to stockholders of record @ 
the close of business February 5, 1946. 
SANFORD B. WHITE 
Secretary 











KANSAS CITY POWER & LIGHT COWPAY 
First Preferred, Series B Dividend No. 77 
Kansas City, Missouri January 16, 19° 

‘Yhe regular quarterly dividend of $1.50 p 
share on the First Preferred Series a 
Stock of Kansas City Power & Light Company 
has been declared payable April 1, 1946, tc 
«tockholders ef record at the close of business 
March 14, 1946. 

All persons holding stock 
are requested to transfer on or before March 
14. 1946. such stock to the persons who are 
entitled to receive the dividends. 

H. B. MUNSELL, Secretary 


of the Comvanv 


THE UNITED CORPORATION 

$3 CUMULATIVE PREFERENCE sTOCK 
The Board of Directors of Tne United Cor- 
poration has declared a dividend of $2.00 per 
chare, on account of arrears, upon the out- 
standing $3 Cumulative Preference Stock, pay- 
able February 14, 1946, to the holders of 
record at the close of business February 2, 1946. 

THOMAS BH. STACY, Secretary. 

Wilmington, Delaware 

January’ 16, 1998 


Vvol2uatl 


| 
- | 








| ruary 25, 1946 will be in time to 
enable transferees to receive divi- 


ends. 
As regards Bearer Warrants the 


had three |two above dividends will be paid 
others over $500,000,000—Illinois, | together against 


the deposit of 
one coupon only namely No. 197. 


BRITISH-AMERICAN 
TOBACCO COMPANY, LIMITED 
January 17, 1946 ; 











Southern 
Railway 
GY Company 


DIVIDEND NOTICE 


New York, January 22, 1946, 


AY 






Dividends aggregating $3.75 per share on the 
Preferred Stock of Southern Railway Compony 
have todoy been deciored, payable as follows: 


To Stockholders of 





Date of Record at the Close 
Amount Payment of Business on: 
$1.25 Mar. 15, 1946 Feb. (5, 1946 
1.25 June 15, 1946 May 15, 1946 
1.25 Sept. i6, 1946 Aug. 15, 1946 


A regular quarterly dividend of 75¢ per 
shore on 1,298,200 shares of Common Stock 
without par value of Southern Railway Com- 
pony has todcy been deciored, out of the 
surplus of net profits of the Company for the 
fiscal year ended December 31, 1945, pay- 
| able on March 15, 1946, to stockholders of 
'| record at the close of business on February 
|] 15, 1946. 
‘ 
| 





Checks in poyment of these dividends on the 
Preferred and Common Stocks will be mailed 
to all stockholders of record at their addresses 
as they appear on the books of the Company 
unless otherwise instructed in writing. 


J. J. MAHER, Secretary. 


























Euu-Kraft, Iuc. 


DIVIDEND NOTICE 
30c CUMULATIVE 
CONVERTIBLE PREFERRED 
STOCK 

A regular quarierly dividend of 
7l» cents per share on the 30c 
Cumulative Convertible Preferred 
stock of Sun-Kraft, Inc., has been 
deciared, payable January 15, 
1246, to stockholders of record at 
the close of business January 5, 
1846. Checks will be mailed. 

SUN KRAFT, INC. 
CHICAGO 
A. V. ASHMAN, Secretary 
Manufacturers of Sun-Krait quartz 
ultraviolet ray equipment, 
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NEW FILINGS 


List of issues whose registration 
statements were filed less than twenty 
days ago, grouped according to dates 
en which registration statements will 
im normal course become effective, um- 
less accelerated at the discretion ef the 
SEC. 











MONDAY, JAN. 28 


U. S&S. INDUSTRIAL CHEMICALS, INC., 
on Jan. 9 filed a registration statement 
for 62,405 shares of common stock (no 

r). 

PM petalle—See issue of Jan. 17. 

Offering—The new stock will be offered 
by the company to its present common 
stockholders at the rate of one share of 
new for each 7 shares held at a price to 
be filed by amendment. Air Reduction Co., 
Inc., owns 106,050 shares out of a total 
of 436,836 shares, or approximately 24% 
of the outstanding common. Air Reduction 
has stated that it will subscribe to all ad- 
ditional common shares that it is entitled 
to by virtue of its ownership of 106,050 
shares, and it will also purchase, for in- 
vestment, at the subscription price, all 
shares of common stock which are not sub- 
seribed for by other stockholders. 

Underwriters—-None. 


NATIONAL MALLINSON FABRICS CORP. 
on Jan. 9 filed a registration statement 
for 123,460 shares of capital stock. The 
shares are issued and outstanding and are 
being sold by 19 selling stockholders. 

Detaiis—See issue of Jan. 17. 

Offering—The price to the public will be 
filed by amendment. 

Underwriters—-The names of the under- 
writers will be filed by amendment. 








FLORIDA PUBLIC UTILITIES CO. on 
Jan. 9 filed a registration statement for 
6.000 shares 434% cumulative preferred 
tock, par $100. The stock is issued and 
outstanding and does not represent new 
financing by the company. 

Details—See issue of Jan. 17. 

Offering—The price to the public is $103 © 
per share. 

Underwriters — The underwriters are, 
Starkweather & Co.; Clement A. Evans & 
Co., Inc.; Robinson-Humphrey Co.; Leedy, 
Wheeler & Co., and Stockton Broome & 
Co. 


TAYLOR INSTRUMENT COMPANIES on 
Jan. 10 filed a registration statement for 





30,750 shares of common stock, $20 par. 

. the total 21,170 shares are being sold 
2 underwriters by the company and 9,580 
shares are offered to various employees 
of the company by the estate of Herbert 
J. Winn, deceased, pursuant to the terms 
of his will. Mr. Winn was Chairman of 
the company at the time of his death. 

Details—-See issue of Jan. 17. 

-—The price to the public will be 

filed by amendment. The price to the 
employees is $18 per share. 


Underwriters—The group is headed by 
Pirst Boston Corp. 


FEDERATED DEPARTMENT STORES, 
INC., on Jan. 10 filed a registration state- 
ment covering 151,694.15 shares of common 
stock, no par value. 

Details—See issue of Jan. 17. 


Offering—Of the securities registered, 
151,694.15 shares of common of Federated 
are to be offered in exchange for common 
stocks of Wm. Filene’s Sons Co., Abraham 
& Straus, Inc., Bloomingdale Bros., Inc., 
and FP. and R. Lazarus & Co., subsidiaries 
of Federated. As to 94,035 shares to be 
offered, Federated is to receive 156,725 
shares of Fileme’s common stock, at @ 
price per unit of 1% shares of Filene’s 
common. As to 30,486 shares, Federated 
‘is to receive 15,243 shares of Abraham & 
Straus common, at a price per unit of % 
of a share of Abraham common. As to 
23,588 shares, Federated is to receive 
31,451 shares of Bloomingdale common, at 

price per unit of 1% sheres of Bloom- 
3 le common. As to 3,564 shares, Fed- 
erated is to receive 3,259 shares of Lazarus 
common at a price per unit of 10/11 of a 
Share of Lazarus common. Of the 151,- 
694.15 shares registered, 116,315 shares 
were previously registered and became ef- 
fective Sept. 6, 1943, to be offered in 
exchange for common stocks of Filene’s, 
Abraham & Straus, Bloomingdale and Laz- 
arus, subsidiaries of the registrant. The 
registrant is filing with the Commission 2 
post-effective amendment of former regis- 
tration statement, deregistering the 116,315 
shares with the request that the amend- 
ment become effective simultaneously with 
the present registration statement becom- 
ing effective. 





WEDNESDAY, JAN. 30 


DOYLE MANUFACTURING CORP. on 
Jan. 11 filed a registration statement for 
50.000 shares of 60-cent cumulative con- 
vertible preferred stock, series A, par $8. 
and 100,000 shares of common, par $1. The 
common shares are reserved for issuance 
upon conversion of the preferred on the 
basis of two shares of common for one 
share of preferred. 

Details—See issue of Jan. 17. 

Offering—The offering price of the pre- 
ferred will be $10 per share. 

Underwriters—-To be filed by 
ment. 


amend- 


PRINCESS SHOPS, INC., on Jan. 11 
filed a registration statement for 40,000 
shares 60-cent cumulative preferred stock, 
$5 par, and 40,000 shares of common stock, 
par 50 cents. 

Details—See issue of Jan. 17. 

Offering—The company has entered into 
en agreement with First Colony Corp. and 
Childs, Jeffries & Thorndike, Inc., whereby 
the company employs the underwriters as 
its agents to sell an aggregate of 40,000 
shares of preferred and 40,000 shares of 
common in units of one share of preferred 
and one share of common at $11.25 per 
unit. The underwriters will offer 4,400 
vnits to Louis Schwartz, President of the 
company, at $11.25, without any under- 
writing discount or commission? Also 2,000 
units are to be offered to employees and 
2,000 units to Edwin M. Reich, director 
and counsel, at a price of $10.40 per unit. 
A total of 31,600 units are to be offered 
for a period of 15 days to stockholders of 
the company at the price of $11.25 per 
unit on the basis of one unit for every 
two shares of common or preferred stock 
held. 

Underwriters—First Colony Corp.* and 
Childs, Jeffries & Thorndike, Inc. 


SATURDAY, FEB. 2 


McALEER MANUFACTURING CO. on 
Jan. 14 filed a registration statement for 
50,000 shares 5% cumulative convertible 
preferred stock, par $10, and 50,000 shares 
of common, par $l. 

Details—See issue of Jan. 17. 

Offering—The price to the public will 
be $10 per share for the preferred and 
$5 per share for the common stocks. 

Underwriters—The names of the under- 
writers will be filed by amendment. 


RELIANCE ELECTRIC & ENGINEERING 
CO. on Jan. 14 filed a registration state- 
ment for 30,000 shares of convertible pre- 
ferred stock—the dividend rate to be filed 
by amendment—indeterminate number of 
common shares reserved for conversion of 
the preferred, and an indeterminate num- 
ber,of common shares which were reserved 
for issuance upon conversion of its $5 con- 
vertible preferred and which were not re- 
quired for such purpose. 

Details—See issue of Jan. 17. 


Offering—The price to the public on the 
preferred and common shares to be offered 
by underwriters will be filed by amend- 
ment. The shares of common stock to be 


| offered are the shares of common stock to 


be purchased by certain of the under- 
writers at $21 per share and are the shares 
which were reserved for issuance upon the 
conversion of the $5 convertible preferred 
stock and which were not required for 
such. purpose. The statement says the 
company called for redemption, on Feb. 1, 
1946, all of its outstanding $5 convertible 
preferred, of which 6,500 shares (exclusive 
of treasury shares) were outstanding on 
Oct. 31, 1945. The holders have the right, 
on or before Jan. 28, 1946, to convert the 
same into common stock on the basis of 5 
shares of common for each preferred share. 


Underwriters —Hayden, Miller & Co.; 
Hawley, Shepard & Co.; McDonald and 
Co.; Maynard H. Mureh & Co.; Merrill, 
Turben & Co., and Curtiss, House & Co. 


MONDAY, FEB. 4 


PRATT’S FRESH FROZEN FOODS, INC., 
has filed a registration statement for 450,- 
000 shares common stock, par $1, and 
120,000 stock purchase warrants for one 
share of common stock, par $1, and the 
shares issuable upon exercise of such 
warrants. 

Address—20 Pine Street, New York, N. Y. 

Business—Frozen foods. 


Offering—The price to the public is $6 
per share. The company has agreed to 
sell to the underwriters an aggregate of 
120,000 common stock purchase warrants 
and to two individuals, who rendered 
certain services in connection with the 
financing, an aggregate of 30,000 common 
stock purchase warrants, in each case at 
a price of one cent per warrant share. The 
warrants entitle holder to purchase stock 
at $6 per share. 


Proceeds—The proceeds will be added to 
working capital to be used for corporate 


ADOLF GOBEL, INC., on Jan. 10 filed a | purposes, principally the carrying of ware- 


“ registration statement for 412,899 shares 
© of common stock, par $1. The shares are 
issued and outstanding and are being sold 
> ae of the Adolf Gobel, Inc. Syndi- 
cate. 
’ Details—-See issue of Jan. 17. 
Offering—-The common stock is being 
offered for sale to the public on the New 
York Curb Exchange on behalf of the 
Gobel, Inc., Syndicate. The secur- 
will be sold through regular market 
channels over the New York Curb Exchange 
at the best price obtainable in small lets 
sO as not to unduly depress the market. 
propsed stock offering constitutes 
63.9% of the company’s outstanding com- 
mon stock. There are 12 members in the 
syndica 


Underwriters—No underwriting discounts 
@nd commissions are being paid. 


house inventories and packaging materials 
and also the granting of advances or loans 
to packers against future deliveries. The 
company also intends to.make a gradual 
reduction of its commodity loans and to 
eliminate unsecured bank loans, although 
commodity and other loans will again be 
made later in the year. 


Underwriters—R. H. Johnson & Co., 
New York, N. Y., is named principal un- 
derwriter. 

Registration Statement No. 2-6098. Form 
8-1. (1-16-46). 


VERITY PORCUPINE GOLD MINES, 
LTD., has filed a registration statement 
for 250,000 shares of capital stock, $1 per 
share. 

Address—1502 Sterling Tower Building, 
Toronto, Canada. 





Business—-Mining company. 


' 
} 


Offering—-The 250,000 shares are being | 


offered at 50 cents per share. 

Proceeds—The net proceeds to the treas- 
ury when this offering is completed will 
be $81,250, which it is proposed to spend 
under careful supervision of experienced 
mining engineers, the statement said. The 
company proposes to do diamond drilling 
to determine the size and commercial 
value of the ore bodies and to determine 
the best location for the shaft. If war- 
ranted, the company proposes to carry out 
development work. The estimated cost of 
the drilling is $29,500. 

Underwriters—-The underwriter is Mark 
Daniels & Co., 1421 Chestnut Street, Phil- 
adelphia, Pa., who will receive a com- 
mission of 30% and 5% additional allow- 
ance to cover traveling and advertising 
expenses. 

Registration Statement No. 2-6099. Form 
S-11. (1-16-46). 


PHILIP MORRIS & CO., LTD., INC. has 
filed a registration statement for $15,000,- 
000 20-year 2%“ debentures, due Feb. 1 
1966. 

1, “one 119 Fifth Avenue, New York, 

Business—Cigarettes and smoking to- 
bacco. 

Offering—The price to 
be filed by amendment. 

Proceeds—-The net proceeds will be ap- 
plied to the extent required to the re- 
demption on or about March 1, 1946, of 
the company’s 20-year 3% debentures, due 
May 1, 1962, and the 20-year 3°. deben- 
tures, due March 1, 1963, which were out- 
Standing in the principal amount of $11,- 
500,000 as of Oct. 31, 1945. Any balance 
of net proceeds will be added to the com- 
Pany’s cash balances and may be in part 
applied to the further reduction of bank 
loans. 

Underwriters— Lehman Brothers and 
Glore, Forgan & Co. head the underwriting 
group. 

Registration Statement No 
A-2. (1-16-46). 


the public will 


2-6100. Form 


TUESDAY, FEB. 5 

GULF ATLANTIC TRANSPORTATION 
CO. has registered 270,000 shares of com- 
mon stock, par $1. 

Address—935 Kingman Avenue, Jackson- 
ville, Pla. 

Business—-Engaged in marine  trans- 
portation on the Atlantic Seaboard and the 
Gulf Intracoastal waterway and tributary 
waterways. It also operates a general 
cargo freight vessel. It operates its own 
barge yard.located in South Jacksonville. 
Last October the company purchased from 
Gulf Shipbuilding Corporation a partially 
completed hull together with all equip- 
ment, materials, etc. It is estimated the 
cost of completion will be about $1,500,000, 
which includes the $170,000 paid for the 
hull, ete. It is planned to operate this 
vessel between Key West, Fla., and Havana. 

Offering—The price to the public will 
be filed by amendment. The securities 
are being offered initially for a period of 
15 days to present shareholders under 
preemptive rights at a price to be filed 
by amendment. The holders of approxi- 
mately 200,000 shares have agreed to 
waive their preemptive rights. The un- 
derwriter will receive 50,000 five-year 
warrants to purchase common stock at a 
price to be filed by amendment. For 
these warrants the underwriter will pay 
the company 10 cents each or a total of 
$5,000. 

Proceeds—The net 
available for general corporate purposes 
pending specific appropriation of such 
funds by the company. 

Underwriters—The principa] underwriter 
is Allen & Co., New York. 

Registration Statement No. 2-6101. Form 
S-1. (1-17-46). 


WEDNESDAY, FEB. 6 


IOWA POWER & LIGHT CO. has filed 
a registration statement for 50,000 shares 
of cumulative preferred stock, par $100. 
Dividend rate will be filed by amendment. 

Address—312 Sixth Avenue, Des Moines, 
Iowa. 

Offering—The offering price will be filed 
by amendment. The preferred stock will 
be offered for sale by the company at 
competitive bidding. 

Purpose—The purpose is to refinance its 
outstanding 11,300 shares of 7% and 38.,- 
700 shares of 6% cumulative preferred 
stocks at a lower dividend rate. The 
company proposes to offer the new pre- 
ferred in exchange for old preferred on a 
share for share basis with cash adjust- 
ment. Any of the new preferred not 
issued pursuant to the exchange offer will 
be sold for cash to the underwriters and 
the proceeds applied with treasury funds 
to the redemption of the unexchanged pre- 
ferred at $105 per share, plus accrued 
dividends to the redemption date, April 1, 
1946. 

Underwriters—To be filed by 
ment. 

Registration Statement No. 2-6102. Form 
S-1. (1-18-46). 


SATURDAY, FEB 9 


FARNSWORTH TELEVISION & RADIO 
CORP. has filed a registration statement 
for 219,571 shares of common stock, par 
$1 


proceeds will be 


amend- 


Address—3700 East Pontiac Street, Fort 
Wayne, Indiana. 

Business—Radio receiving sets, ete. The 
company also contemplates the manufac- 
ture of television receivers, transmitters 
and studio eguipment. The company’s 
post-war program embraces activities in 
the field of communication electronic ap- 





Paratus, including the manufacture and 
Sale of railway and highway signalling 


| 31,000 





communication equipment. During 1945 
the corporation acquired, in exchange for 
shares of its common stock, the 
assets- of Halstead Traffic Communications 
Corp., New York City. one of the pioneers 
in the field of mobile railway and high- 
way communication. 

Offering—The company is offering 219,- 


571 shares of its common stock to all the | 


holders of its common stock and to the 
holders of certain options for subscription 
on the basis of one share for each seven 
shares of common held at the close of 
business Feb. 9, at a price to be filed by 
amendment. 

Proceeds—The 
for new studio facilities, 
transmitter building, etc., 
and television broadcasts to be acquired 
and constructed in Fort Wayne, at an 
estimated cost of $200,000; about $400,000 
in connection with the purchase of a 
manufacturing plant at Huntington, Ind., 
to increase production, and erection of a 
new engineering and administrative build- 
ing at Fort Wayne; about $1,000,000 mav 
be expended on facilities to manufacture 
additional component parts by the com- 
pany. The balance of proceeds will be 
added to working capital. 

Underwriters—E. H. Rollins & Sons, Inc. 
and Eastman, Dillon & Co., are named 
principal underwriters. 

Registration Statement No. 2-6103. Form 
8-2. (1-21-46). 


be utilized 
Station site, 
for broadcasts 


proceeds will 


VIRGINIA DARE STORES CORP. has 
filed a registration statement for 90,000 
shares of common stock, par $1. 

Address—-519 Eighth Avenue, New York 
N. Y 
Business—Operates a chain of twelve 
retail stores selling women’s and misses 
popular price wearing apparel, etc. 


Offering—The price to the public is $5 | 


per share. 

Proceeds—-The proceeds to the company 
are placed at $382.500 exclusive of a 
total of $6,500 to be received from the 


proceeds of the sale, at 10 cents per war- | 
rant share, warrants i ~| 
ant sha of warra entitling the hold | may fix. 
| the extension offer are subject to redemp- 


ers to purchase at $5 per share an aggre- 
gate of 65,000 shares of common stock 
In addition the company is offering an 


aggregate of 35,000 warrants at 10 cents | $1,000 principal amount of bonds. 


per warrant share to certain holders. Of 
the net proceeds, $61,462 will be 
rétire the preferred stock of 
companies 
ployes. The balance of the proceeds, ap- 
proximately $312,537, will be used to re- 
imburse the company’s 


subsidiary 


alteration. Any balance not so expended 
will be used for corporate purposes. 
Underwriters—The group is headed bv 
Newburger & Hano; Kobbe, Gearhart & 
Co., Inc. and D. Gleich Co. 
Registration Statement No. 2-6104. Form 
8-1. (1-21-46). 


SUNDAY, FEB. 10 


CONSOLIDATED INDUSTRIES, INC., has 
filed a registration statement for 120,000 
shares 6% cumulative convertible pre- 
ferred stock, par $5, and 120,000. shares 
common stock, par 10 cents per share. 

Address—-14 North Sixth Street, Lafay- 
ette, Ind. 

Business—Was incorporated on May 12, 
1944, to manufacture, assemble and dis- 
tribute automatic coal stokers, oil burners. 
low temperature home freezing units and 
kindred articles in heating and air condi- 
tioning. The principal activity of the 
company at the present time is the as- 
sembly and sale of automatic coal stokers. 

Offering—The stock is being offered in 
units of one share of preferred and one 
Share of common at $5 per unit. 

Proceeds—-Of the proceeds approximately 
$25,000 will be used to make the initia] 
payment on the purchase price of a nev 
building; approximately $150,000 to pur- 
chase new and additional machinery anc 
equipment; 350,000 to retire a bank loan. 
and the balance to provide general work- 
ing capital. 

Underwriters—Kobbe, Gearhart & Co., 
Inc., and Newburger & Hano are named 
principal underwriters. 

Registration Statement No. 2-6105. Form 
S-1. (1-22-46). 





DATES OF OFFERING 
UNDETERMINED 


We present below a list of issues 
whose registration statements were filed 
twenty days or more ago, but whose 
offering dates have not been deter- 
mined or are unknown to us. 











AMERICAN POTASH & CHEMICAL 
CORP. on Dec. 28 filed a registration 
Statement for 479,726 shares of capita] 
stock (no par). The shares are issued and 
outstanding and are being sold by the 
Alien Property Custodian who directed the 
company to file the registration statement. 

Detaiis—See issue of Jan. 3. 

Underwriters—The Alien Property Cus- 
todian proposes to sell the 479,726 shares 
of stock at public sale to. the highest 
qualified bidder. If any such bid is ac- 
cepted and if the successful bidder plans 
to distribute the shares the prospectus 
will be amended to include the requisite 
additional information. The shares to be 
offered constitute 90.79% of the 528,290 
thares outstanding. 


AMPAL-AMERICAN PALESTINE TRAD. 
[ING CORP. on Oct. 3 filed a registration 
statement for 400,000 shares of 4% cumul- 
ative preferred non-voting shares. 

Details—See issue of Oct. 11, 


used to | 


not owned by officers and em- | 


treasury for fix- | 
tures and equipment, etc., in modernizing | 


| of common, 


Offering—The 
$5.50 per share. 

Underwriters—The shares will be sold 
through the efforts of the directors and 
emplovees of the corporation. 


price to the public i& 


A. P. W. PRODUCTS CO., INC., on Jan. 
4 filed registration statement for cer- 
tificates of deposit of $2,000,000 first mort- 
gage and collateral trust 20-year 6% sink- 
ing fund bonds due April 1, 1948. 

Details—See issue of Jan. 10. 

Extension Offer—See below. The deposit 
of securities is desired as a preliminary 
step in connection with an offer of ex- 
tension to nolders of first. mortgage and 
collateral trust 20-year 6% sinking fund 
bonds for the extensien of the maturity 
date to April 1, 1966, and the reduction in 
the rate of interest to 5% per annum. 


A. P. W. PRODUCTS CO., INC., on Jan. 
4 registered $2,000,000 first mortgage and 
collateral trust 20-year 5% sinking fund 
bonds and 80,000 shares ($5 par) capital 
stock. 

Details—-See issue of Jan. 10. 

Offering-—The company 
holders of its $2,000,000 first mortgage and 
collateral trust 20-year 6% sinking fund 
bonds due April 1, 1948, the privilege of 
assenting to the extension offer providing 
| for the extension of the maturity date to 
| Apri] 1, 1966, the reduction of the rate 
| of interest to 5% per annum, the reduction 
|} of the principal amount of each $1,000 
bond to $900 and to receive in considera- 
tion of such extension and debt reduction, 
| without payment therefor, 20 shares of $5 
par common stock per each $1,000 ex- 
tended bond. Those assenting to the ex- 
tension also will receive detachable war- 
rants entitling the holders up to April 1, 
1955, to purchase 20 shares of $5 par 
common per each $1,000 bond at the price 
of $6.25 or $7.50 per share, depending upon 
|the date of deposit. The first date on 
which bonds may be deposited under the 
| extension offer will be Feb. 1, 1946, and 
| the extension offer will expire on March 1, 
1946, or such later date as the company 
Bonds which are not assented to 





tion on April 1, 1948, or earlier at the op- 
tion of the company, at $1,025 for each 


Underwriters—No underwriting. 


BUFFALO BOLT CO. on Dec. 14 filed a 
registration statement for 58,386 shares of 
common stock, par $1. 

Detailis—-See issue of Dec. 20. 

Offering—-The underwriters are offering 
43,386 shares at a price to be filed by 
amendment. In addition there may be 
eventually offered under the prospectus all 
or a part of am additional 15,000 shares 
issued and delivered by the 
company to Lee Industries, Inc., on Aug. 
10, 1945, Buffalo Bolt acquired the assets 
subject to liabilities of Eclipse Lawn Mower 


| Co. from Lee Industries for 15,000 shares 


of Buffalo Bolt common. Lee Industries 
distributed to its stockholders the 15,000 
Shares of Buffalo Bolt common which, at 
the then market value of $10 per share, 
were worth $150,000. Lee Industries was 
dissolved on Sept. 17, 1945. 

Underwriters—Van Alstyne, Noel & Co. 
heads the underwriting group. 


CABOT YELLOWKNIFE GOLD MINES, 
LTD., on Nov. 13 filed a registration state- 
ment for 1,000,000 shares of common stock, 
par $1. 

Details—See issue of Nov. 22. 

Offering—The price to the public is 30 
cents per share. 

Underwriters—John William Langs is 
named principal underwriter. 


CARRIER CORP. on Dec. 14 filed a reg- 
istraticn statement for 120,000 shares of 
cumulative preferred stock (par $50), 4% 
series. 

Details—See issue of Dec. 20. 

Offering—Shares are being offered, pro 
rata, at par at rate of 22 shares of new 
preferred stock for each 100 shares of 
common stock held of record Jan. 7. Rights 
expire Jan. 22. 

Underwriters—Harriman Ripley & Ceoe., 
Inc. and Hemphill, Noyes & Co. head the 
underwriting group. 


CHESGO MENES, LTD., on Dec. 26 filed 
@ registration statement for 1,250,000 
shares of $1 par value stock, non-assessable. 

Details—See issue of Jan. 3. 

Offering—The public offering price is 
35 cents per share. 

Underwriters—W. R. Manning & Co., 
Toronto, Ontario, Canada. 


CONSOLIDATED BISCUIT CO. on Dec. 
12 filed a registration statement for 80,750 
shares of common stock, par $1. 

Details—See issue of Dec. 20. 

Offering—The new stock will be offered 
to common stockholders of record some 
time in January at $10 per share in the 
ratio of one share for each four shares 
held. 

Underwriters—None mentioned. 


DETROIT HARVESTER CO. on Dec. 28 
filed a registration statement for 101,769 
shares of common stock, par $1. 

Details—See issue of Jan. 3. 

Offering—The price to the public will be 
filed by amendment. 

Underwriters—Reynolds & Co. heads the 
underwriting group. . 


EASTERN COOPERATIVE WHOLESALE, 
INC. on Dec. 29 registered 20,000 shares 
of 4% cumuletive dividend non-voting 
preferred stock, séries A ($25 par). 

Details—See issue of Jan. 10. 

Offering—Price to the public $25 per 





share. Securities are being sold by the 
| cooperative direetly to stockholders and 
friends interested in the cooperative move- 





offers to the- 
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ment 


without the interposition of any 
underwrite: | 
Underwriters—None. 
EUREKA CORP., LTD., on Sept. 28 filed 
@ registration statement for 2,595,000 
shares of common, par $1 
Details—See issue of Oct. 4. 
Offering—-Toronto Mines Finance, Ltd. 
has entered into a firm commitment to | 
purchase 480,000 shares at $1.23 per | 
share, and has an option on 1,920,000 | 
shares at the same price. The offering 
is to be made among the shareholders of 
Ventures, Ltd., Frobisher, Ltd., and La 
Luz Mines, Ltd. (Canadian companies) at | 
$1.95 per share, and to Eureka stock- | 
holders Price is expressed in terms ol | 
Canadian money Shares not so acquired 
will be offered generally to the public | 
Should the option not be exercised by | 


Toronto Mines Finance, Ltd., the company 
itself will make the offering, as aforesaid 
The remaining 195,000 shares are to be 
purchased by company geologist, offi 


the 


cials and employees. 

GENERAL SECURITIES CORP. on Sept 
28 filed a registration statement for 200. 
000 shares of common stock, par $5. | 

Details—See issue of Oct. 4. 

Offering—The price to the public & 
$7.50 per shar 

Underwriters—General] Finance Co., At 


lanta, Ga., is fiscal agent. 

GENERAL INSTRUMENT CORP. on Ot 
25 filed a registration statement for. 60,0.1¢ 
shares cumulative convertible preferred 
$20 par, and 260,000 shares of common 
par $l. The dividend rate on the pre- 
ferred will be filed by amendment. The 
common registered includes 100,000 shares 
reserved for issuance upon conversion of 
the preferred. The 160,000 shares of com- 
mon stock issued and outstanding and 
being sold by certain stockholders. 

Details—See issue of Nov. 1. 

Offering—The price to the public wil) 
be filed by amendment. 

Underwriters—Burr & Co. heads the un- 
derwriting group. 





is 


GOLD CITY PORCUPINE MINES, LTD. 


on Jan. 4 filed a_ registration statement 
for 600,000 shares of common stock, $1 
Canadian currency par value each. 
Details—See issue of Jan. 10. 
Offering—The company is offering it« 
common stock to the public at 50 cents 


United States currency per share. If the 
company accepts offers from dealers tc 
purchase the stock, the company will sel’ 
to such dealers, if any, at 32.5 cents U. S. 
currency per share for resale at 50 cent 
U. S. currency per share. The estimated 
proceeds to be raised by the company ir 
$300,000 U. S. currency maximum, anc. 
$195,000 U. S. currency minimum, if al 
the shares are sold by dealers, and as 
suming in any event that all the shares 
are sold. 
Underwriters No underwriters named. 
GOLDEN STATE CoO., 
filed a registration 
shares cumulative 
$100. The 
amendment. 
into common 
1955. 
Details—-See issue of Jan. 17. 
Offering—The price to the public will be 
filed by amendment. 
Underwriters—The 
Blyth & Co., Inc. 


LTD., on Jan. 4 
statement for 50,000 
preierred stock, par 
dividend rate will be filed b 
The preferred is convertible 
stock on or before Dec. 31 


group is headed by 


JULIUS KAYSER & CO. on Jan. 3 filed ¢ 
registration statement for 153,400 shares of 
common stock (par $5). The shares are 
issued and outstanding and are being sold 
by certain stockholders. 

Details—See jssue of Jan. 10. 

Offering— The price to the public will be 
filed by amendment. 

Underwriters—The group is headed by 
Carl M. Loeb, Rhoades & Co. and Smith, 
Barney & Co. 


KAISER-FRAZER CORP. on Jan. 4 reg- 


istered 1,800,000 shares of common stock 
(par $1). 
Details—See issue of Jan. 10. 


Offering—The public offering price has 
not been determined, but it is anticipated 
that it will be related to the market quota- 
tion at the time of the offering for the 
presently outstanding shares. The issue 
will be underwritten with a commission of 
SO cents per share by the same group 
Which purchased the September public of- 
fering, or a total underwriting commission 
of $1,620,000. 

Underwriters—The underwriters are Otis 
& Co. and First California Company, 675,- 
000 shares each, and Allen & Co., 450,000 
shares. 


KELLING NUT CO. on Jan. 2 filed a reg- 
istration statement for 17,000 6% cumula- 
tive preferred shares (par $20) and 34.000 
shares of common ($3 par). In addition, 
2,600 6% cumulative preferred shares and 
76,000 common shares are being offered 
only to certain holders of outstanding 
securities of the company. No under- 
Writing discounts or commissions are pay- 


able by the company in respect of such 
shares. 
Details—See issue of Jan. 10. 
Underwriters — The underwriters ara 


Kebbon, McCormick & Co.; Bacon, Whipple 
& Co.; Farwell, Chapman & Co., and Mil- 
waukee Company, each underwriting 4,250 
shares of preferred and 8,500 shares of 
common. 


LIQUID CARBONIC CORP. on Dec. 21 
filed a registration statement for 72,810 
Shares of 342‘e cumulative convertible pre- 
ferred stock, $100 par. 

Details—See issue of Jan. 3. 

Offering—-The preferred shares are being 
offered to common stockholders at $100 in 
ratio of one preferred share for each 10 


; on 





shares common held. Subscription rights 
expire at noon, Jan. 26, 1946. Any shares | 
not subscribed for by common stockholders | 
will be offered to the public. 

Underwriters—Laird, Bissell & Meeds, | 
Spencer Trask & Co. and Merrill Lynch, | 
Pierce, Fenner & Beane head underwriting 
group. 


MADISON GAS & ELECTRIC CO. on 
Dec. 26 filed a registration statement for 
$4,500,000 first mortgage bonds, due Jan. 1, 
197 

Details—-See issue of Jan. 3. 

Offering—The price to the public will 
be filed by amendment The bonds will 
; be sold by the company at competitive | 
| bidding. 


Underwriters—To be filed by amendment. 
NICKEL CADMIUM BATYERY CORP. 
Nov. 23 filed registration statement | 
for 35,000 shares of capital stock, par $10. | 
Details—See iss of Nov. 29. 
Offering—tThe price to the public is $10 
per share. 
Underwriters—None. 
being offeréti b: 


ié 


The securities are 


the corporation. | 


| derwriting 
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Report 
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Although few in the business 
are disposed to discuss it, the un- 
fraternity evidently 


| has been hearing from the Secur- 


Registration Statement withdrawn Dec. 
29, 1945 

PACIFIC COAST AGGREGATES, INC., 
on Dec. 21 filed registration statement 
for 15,000 shares of cumulative preferred 
stock, convertible series, $100 par value. 

Details—See issue of Jan. 3. 

Offering—The price to the public will be 
filed by amendment. 

Underwriters—Biyth & Co., Ine., and 
Schwabacher & Co. are principal under- 


writers. 


PALESTINE ECONOMIC CORP. on Dec. 


28 registered 20,000 shares of common 
stock, $100 nar value 
Details—See issue of Jan. 3. 
Offering—The offering price to the pub- 
ic is $100 per share 


Underwriting—No underwriting. 


PHILIP MORRIS & CO., LTD., INC. on 


Dec. 26 filed a registration statement for 
149,883 shares of 3.60%. cumulative pre- 
ferred stock, par $100. 

Details—-See issue of Jan. 3. 


Offering—The company offers to the 
holders of its common stock of record Jan. 
15 rights to subscribe for the new pre- 
ferred at the rate of 3/40ths of one share 
of preferred stcck, for each common share 
held at $100 per share. Rights expire 
Jan. 28. 

Underwriters Lehman Brothers and 
Slore, Forgan & Co., head the underwriting 
zroup. 


PORTLAND MEADOWS on Dec. 20 filed 
1 registration statement for $900,000 
unsecured income notes due Jan. 1, 1971, 
providing for interest at the rate of 10% 
payable only from income. 

Details—See issue of Jan. 3. 

Offering—The offering is to be at par, 
with total net proceeds to the corporation 
placed at $900,000. 


inderwriters—No underwriter named. 


RED BANK OIL CO. on May 31 filed a 
registration statement for 990,793 shares 
of common stock (par $1). 

Detaiis—-See issue of June 7. 

Underwriters -—- Principal underwrite: 
Sennett & Co., Inc., Dallas, Texas. 

Step Order Hea top order hear- 
ngs te determine whether the effectiveness 
of registration statement should be sus- 
pended now pending before the SEC. 


RICH’S, INC., om dan. 2 filed a registra- 
tion statement for 11,070 shares of common 
stoek (no par). 

Details—-See issue of Jan. 10. 

Offering—tThe company will offer the 
steck to its common stockholders on the 
basis of one share for each 10 shares 
owned at the price of $70 per share. 

Underwriters—None. 


ROBERTS TOWING COMPANY on July 
11 filed a registration statement for $500,- 
000 serial 442’s equipment trust certifi- 
cates. 

Details—See issue of July 19. 

Offering—The price to the public of the 
different series ranges from 99 to 102 
The average price to the public is giver 
as 100.47. ] 

Unuerwriters—-S. K. Cunningham, Inc. 
“ittsburgh, and John Nordman Co., Si 
ouis. Mo. 


SHELLMAR PRODUCTS CORP. on Dec. | 
27 filed a registration statement for 40,000 | 
shares 4°,’- cumulative preferred stock, 
$50 par, and 150.000 shares of common, no 
oar. The common stock is outstanding and 
is being sold ty certain stockholders. 


Details—See issue of Jan. 3. 
Offering—The offering prices of the 
sreferred and common stocks will be filed 


by amendment. 
Underwriters—Glore, Forgan & Co. heads 
he underwriting group. 


SINCLAIR OIL CORP. on Dec. 26 filed a 
registration statement for 100,000 shares of 
common stock ino par). The shares are 
issued and cutstanding and are being sold 
by a present stockholder. | 

Details—See issue of Jan. 3. 

Offering—The price to the public will 
be filed by amerdment. The statement 
says shares purchased upon the initia) 
offering will carry the right to receive 
the dividend of 25 cents per share which 
has been deciared payable on Feb. 15, 1946, 
to stockholders of record Jan. 15, 1946. 

Underwriters—To be filed by amendment 


STERLING ENGINE CO. on Dec. 12 filed 
a registration statement for 100,000 shares 
of 55 cent cumulative convertible preferred 
stock ($8 par) and 150,000 shares of com- 
mon stock ($1 par). 

Details—See issue of Dec. 20. 

Offering—The. 100,000 shares of pre- 
ferred stock are to be offered first to the 
holders of the company’s outstanding com- 
mon shares at $10 a share. The common 
shares are reserved for conversion of pre- 
ferred. The preferred is convertible at 
any time into 112 shares of common stock. 

Underwriters—Burr & Co., Inc., 57 Wil- 
liam Street, New York 5, N. Y. 








TEXTRON, INC., on Dec. 28 filed a reg- 


in | 


|ities and Exchange Commission, 
and in rather certain terms. to 
judge by reports, with regard to 
the growing tendency to “Jump 
| the gun” on new issues. 
It may be that the Commis- 
| Sion was merely touchy with 
| regard to one of the several 
issues brought out, or scheduled 
| to reach market this week. But 
| the fact remains that dealers 
were not inclined to talk much 
about the prospects for this or 
that offering which most every - 
one interested in the business 
knew was coming anyway. 


For some weeks past it has been 
a matter of widespread comment 
that the public is “hot after new 
equities.” And it may be that this 
condition is the basic reason for 
| the SEC’s sterner attitude of the 
| moment. 


Some underwriteres them- 
selves have been disturbed by 
the public rush for stocks. As 
one of their number put it, 
“your firm has only to be men- 
tioned in connection with a 
prospective new issue and the 
phones and wires immediately 


are swamped with inquiries 
from potential buyers.” 
Consequent heavy  oversub- 


scription makes for corresponding 
scaling-down of allotments, not 
only increasing the volume of 
work involved in a flotation, but, 
and this is what distributors do 
not relish, often making for less 
satisfactory placement than might 
otherwise be the case. 





Four Stock Issues 


Distributors of new securities 
continued to be concerned this 
week chiefly with the job of mar- 
keting new stock issues, all of 
which appeared to be accorded 
good reception. 


The bulk of these undertak- 
ings went through on Wednes- 
day, when one group which 
previously had purchased the 
issue in competitive bidding, 
placed a block of 162,500 shares 
of Dallas Railway & Terminal 
Co. common stock on the mar- 
ket at a price of $23.25 a share. 


Another group offered a block 


| of 75,000 shares of new 412% pre- 


ferred, with non-detachable war- 
rants of Columbia Pictures Corp.. 
while a third syndicate offered 
43,386 shares of common stock of 
Buffalo Bolt Co. 

The fourth offering brought 
out 40,000 shares of 414% cumu- 
lative preferred and _ 150,000 
shares of common stock of 
Shellmar Corp., the common 


Underwriting—To be filed by amend- 
ment. 
UNITED STATES AIR CONDITIONING 


CORP. on Nov. 21 filed a _ registration 
statement for 500,000 shares of common 
stock, par 10 cents. of which 150.000 shares 
are to be offered through an underwriter 
Details—See issue of Nov. 29. 


Offering—The price to the public is $4.50 
per share. Application has been made by 
the corporation to list on the New York 
Curb Exchange 350,000 shares of its com- 
mon stock which is presently issued and 
outstanding and application has been made 
to list on the Curb 150.000 additional 
shares to be sold under this prospectus. 

Underwriter —- George F. Breen, New 
York, is named underwriter. 


VIRGINIA RED LAKE MINES, LTD. on 
June 24 filed a registration statement for 
220,000 shares of capital stock, par $) 
(Canadian). 

Details—See issue of Aug. 2. 





istration statement for 300,000 shares of 
5% convertible preferred stock, par $25. jj; 
Details—See issue of Jan. 3. | 
Offering—The price to the public will * 
be filed by amendment. 


Oftering—The offering price to the pub- 
lic is 6042 cents Cgnadian or 55 cents 
Onited States funds. 

Underwriters—Willis E. Burnside & Co. 
New York. 








being sold for account of certain 
stockholders. 


Kaiser-Frazer Corp. 

There was an air of expectancy 
with regard to the pending dis- 
tribution of Kaiser-Frazer Corp.’s 
1,800,000 shares of additional com- 
mon stock. The original block was 
marketed some weeks ago. 


Two Big Rail Loans 


Just when it appeared that bond 
refundings probably had struck a 
snag, Union Pacifie Railroad ap- 
plied to the Interstate Commerce 
Commission for authority to mar- 
ket an issue of $44,483,000 of new 
30-year debentures with a 24% 
coupon. 

Bids are due to be opened on 
February 6 next and proceeds 
will be applied to redemption of 
its outstanding 34-year 342% 
debentures at 103. 

Close behind, it develops that 
Southern Pacific is a candidate to 
market $50,000,000 of new first 
mortgage bonds and probably will 
call for bids to be entered and 
opened some time next week. 


This undertaking will mark 
the replacement of the 34s, 


SITUATION WANTED 








- Situation Wanted 


Customers Man, experienced 
and aggressive, wishes to 
make connection with New 
York Stock Exchange house 
servicing their accounts. Can 
produce business. Box §S 125, | 
Commercial .& Financial 
Chronicle, 25 Park Place, 
New York 8, N. Y. 











Trader | 


Solid Street background and 
trading experience. Can con- 
trol reciprocal trade. Stock 
Exchange house preferred. 
Box M 26, Commercial & Fi- 
nancial Chronicle, 25 Park 
Place, New York 8, N. ¥. 














Assistant Analyst 


Wall Street experience. Seeks 
connection __ as _assist#Mt to 

“lread of department. Univer- 
sity training. Presently asso- 
ciated with underwriting or- 
ganization. Address Box M 
24, Commercial & Financial 
Chronicle, 25 Park Place, 
New York 8, N. Y. 




















Securities Trader 


20 years Wall Street: Well acquainted 
Street Personnel and Out-of-Town Deal- 
ers. Investment Trust Experience. Box 
C 117, Commercial & Financial Chronicle, 
25 Park Place, New York 8, N. Y. 

















series B, sold only a few months 
ago as a part of an overall re- 
financing of $125,000,000. 
Curiously enough, at that time, 
the bonds moved rather slowly, 
being a bit out of line with the 
market. But on this occasion the 
company is leaving it up to the 
bidders to fix the interest rate. 


HELP WANTED 





Trader Wanted 


Over-the-counter house of- 
fers excellent opportunity to 
experienced man with con- 
tacts to run trading depart- 
ment. Partnership in business 
will be given to man who 
proves himself. Address re- 
plies to Box FK 124, Com- 
mercial & Financial Chron- 
icle, 25 Park Place, New 
York 8, N. ¥. 








}| Fimanciat-Chronicle; 25 Park 





Wanted 


Established investment dealer 
seeks a man qualified to build 
and manage a retail sales 
organization in the New York 
metropolitan area. The man 
we seek would naturally be 
presently actively engaged in 
retail securities selling. He 
must possess qualities of 
leadership and personal pro- 
ductive ability which will in- 
spire others. We are pre- 
pared to cooperate in every 
way with the man who quali- 
fies for this position and the 
facilities and services we of- 
fer should attract salesmen of 
high caliber. Address replies 
Box FC 116 Commercial & 














Place, New York 8, N. Y. 
Over-the-Counter — 


Over-the-counter firm wants 
person qualified to take com- 
plete charge of business. 
Must have absolute, thorough 
knowledge of business and 
own accounts. Will share 
profits and possible eventual 











| partnership. Box NR 124, 
| Commercial & Financial 
| Chronicle, 25 Park Place, 


New York 8, N. Y. 











Capable Trader 
WANTED 

A well known firm, in busi- 

ness almost. 20 years, re- 

quires services of a trader 


| 
| well versed in markets, with 
some background of statisti- 


| cal knowledge. Excellent 
| salary plus _ participation. 
_ Replies treated confiden- 
| tially. Address Desk 32, 


| P. O. Box No. 26, Trinity 
Station, New York. 














Available Soon 


Writer - Analyst - Economist— 
45, versatile unusually broad 
background and experience in 
editorial and executive ca- 
pacity, thoroughly familiar in- 
vestment field, seasoned secur- 
ities and market analyst, is 
open for permanent connection 
with strong concern. Please 
address Box K 118, Commercial 





& Financial Chronicle, 25 Park 
Place, New York 8, N. Y. 








ASSISTANT TRADER 


Large investment house of 
many years standing has open- 
ing for experienced Junior 
Trader in over-the-counter 
securities. Give full details. 
Replies treated confidentially. 


Address Box 40 
P. O. Box 26, Trinity Station 
New York, N. Y. 














436 THE COMMERCIAL & FINANCIAL CHRONICLE Thursday, January 24, 1946 





’ 


| according to trade custom. A general adoption by securities | ; é 
| associations of the resolution that we recommend would New England Public Service 


The Indirect Approach fortify dealers in that position. Kaiser-Frazer 
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festly, members of the NASD would have made short shrift | When it comes, any change should be through the U. S. Finishing 
™_ > | medium of Congressional action, and not via self-espoused, 
of such a proposal. pears < ater hil i Leeaae hig ‘é a 
It did not try the medium of establishing rules of its | * manistrative, philosophic pontitications in decisions. _ inema 
own ol ae sbshacet bebhuse here too, it would have had an | Since, in this instance the industry and the Commission | Mexican Corp. 


differ about essential values and the need for a change of | 
. , a , - at an ; ‘oposed rule , F Scophony, Ltd. 
articulate industry to deal with, and if such Dee eee | trade custom and usage, let’s have a forthright showdown. | oe? 
were submitted for the opinion of that industry, again it 


228 sé ? 
d Let the Commission attempt to set up its rules of gen- | Gaumont-British ‘A 
would have been submerged. PAE: : read | ©ra! application and see what the response of dealers will be. | Rhodesian Selection 
Choosing what it thought was a fertile medium to spread Snide methods will always meet with our condemnation. | 
its special philosophy concerning riskless transactions and 


WE F E DIRECT APPROACH. 
disclosure, it lighted upon the Oxford case. — —— cits am en TID M. S. WIEN & Co. 


Although the industry had no sympathy for the respond- . . | ESTABLISHED 1919 
ents in the Oxford case, it was quick to recognize the impli- With Watling, Lerchen Co. INDEX Members N. Y. Security Dealers Ass'n 
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pleasure with the Pandora’s box which had been opened. , . 
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The SEC now seems to have a tiger by the tail. Watling, Lerchen & Co. Ford | Canadian Securities ..............4. oa 














Davis has become connected with Calendar of New Security Flotations 434 
Dealer - Broker Investment Recom- 


Securities organizations are aroused by the implications | Building. He was previously with | mendations and Literature a78 
of the Oxford case and its effect upon the conduct of the|the vu. s. Treasury War Finance | Mutual Funds ...................... H 1 | Mi I 
° . . . , - P : , ‘ NSTA Notes 
business in violation of trade custom and usage. Committee of Detroit. Sar’ Waterton’ ccs Goaieuniaiae alie ines, inc. 
. = ; vs Our Reporter's Report 5 
Protest meetings are being called. R Sane: Pubtie Uuiter Gecuritien: ie 
Ses P . ; . ¢ > » r Railroad Securities ........ccccccece 
We believe all such meetings should be attended by With & Co Seat’ Wemste’ necesita tie : 
accredited representatives of member firms and that appro- Goodbody ° Securities Salesman’s Comer 299 
priate resolutions condemnatory of SEC indirection should | _(?ecis! to Txr Fusaxciac Cxsonicix) =| Tomorrow's Markets—Walter Whyte || 
b passed thereat FLINT, MICH.—Louis E. Goeck- . rat RALPH F CARR z co 
e « . Ss >» ae ™ as 
_ , . ore 4 -&C io Securities i . 
In our opinion such resolutions should recite in sub-j;€F 18 again with Goodbody & Co., Ohio ities Section on page 


AES oR eg iee S 10 POST OFFICE SQUARE 
stance: 124 West First Street, after serv- |" Figrida Special Section on pages BOSTON 9, MASS. 


a) That the SEC has chosen the Oxford case as ajing in the U.S. Army. 393 to 412. Boston New York Teletype 
medium to foster a new “philosophy” concerning so- Meptand OO = Meow SANS OS 208 
called “riskless transactions,” and “disclosure”; t s 

b) That such philosophy is contrary to the well and Trading Markets in | Wc cbidhdline tx off 
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c) That the Commission is attempting to establish |} . : ‘ ; investment Trust Issues 
such new doctrine by indirection and without con- Baltimore Porcelain Steel pia lroner Com. & Pfd. || Public Utility Stocks and Bonds 
sulting the industry at large. Bendix Helicopter od og : he TEXTILE SECURITIES 
These recitals should then be followed.by a resolving Bendix Home Appliances Majestic Radio & Television || Securities with a New Eng. Market 

clause disapproving the instant principles promulgated by» Clyde Porcelain Steel Telecoin Corporation . 

the Commission. and the method emploved for such pro- Du Mont Laboratories Wilcox & Gay | Frederick C. Adams & Co. 

mulgation. = | = atid New En sll etened tacuvtties 
In the absence of any Change of the law, we believe that 24 FEDE STREET. BOSTON 10 


dealers are correct in insisting that business be conducted Kobbe, Gearhart & Company ine ane wee aoe 
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Text of Truman’s Message to Congress on State _ 
Of the Union and 1947 Fiscal Year Budget 


Chief Executive in Report on State of Union Speaks Optimistically of Outlook | 


for Peace Abroad and Prosperity at Home. Urges Continuation of Many War- 
time Controls, Including Conscription, Priorities, Food Subsidies and Price Regu- _ 


lations. Points Out Inflationary Dangers, but Urges Wage Increases With Lower 


Unit Prices. Says Most Industries Can Pay High Wage Rates and Asks Congress 
to Enact His Labor Legislation Proposals Along With Other Measures Already 
In Budget Message, Predicts a Deficit of Around $4 Billions 
and a Reduction in Debt of $8 Billions to Be Met From Treasury’s Cash Reserves. 


Submitted by Him. 


Wants No More Tax Reductions. 


President Harry S. Truman delivered to Congress on Jan. 21 one of the lengthiest 


messages on the State of the Union ever prescnted to Congress. 
words, in which he included his budget proposals for the fiscal year of 1947, he reviewed 


the conditions @ 
and the pros- 


pects both at 


gress decided that it could 
| lomger consider the financial pro- 


home and | grams of the various departments 
abroad, and 'on a piccemeal basis. instead it 
without ,. dis- | has called on the President to pre- 
coursing in |}sent a comprenensive Executive 
detail on the | Budget. The Congress has shown 


present major 
labor disturb- 
ances, present- 


its satisfaction with that method 
| by extending the budget system 


reconversion 
and the prob- 


jand tightening !ts controls. The 
ed an  opti- bigger and more complex the Fed- 
mistic view- eral Program, the more necessary 
point. on the | it is for the Chief Executive to 
progress of | submit a single budget for action 


by the Congress. 





ability of pro- | the pudgetary program and the 
duction on a | general program ot the Govern- 
scale 50% ment are actually inseparable. 
higher than President Truman | The President bears the respon- 
ever attained sibility for recommending to the 


in a peacetime period. 
The* text of the message 
lows: 


Congress a comprehensive set of 
yroposals on all Government ac- 
ivities and their financing. In 
ormulating policies, as in prepar- 
ing budgetary estimates, the Na- 
tion and the Congress have the 
‘ight to expect the President to 
idjust and coordinate the views of 
+h» various departments and agen- 
ties to form a unified vrogram. 
And that program requires con- 


fol- 


Message of the President 


On the State of the Union and 
Transmitting the Budget 
To the Congress the United. 
States: 
A quarter century ago the Con-| 


of 


Observations ... . 


By A. WILFRED MAY 


In his message to the Congress the President candidly admitted 
that his higher wage-lower price panacea, while effective for all 
labor and “for business generally.” is not valid for all companies. So 
there is to be complete equality in the improved status of the nation’s 
wage-earners, but an intensification of the inequalities between indi- 


At the same time, it is clear that, 


| 


In a document of 25,000 | 


no! sideration in connection with the 


Budget, which is the annual work | 
program of the, Gover iment. 

Since cur programs for this pe- 
riod which combines war liquida- 
tion with reconversion to a peace- | 
time economy are inevitably large | 
and numerous it is imperative | 
that they be planned and executed | 
with the utmost efficiency and | 
the utmost economy. We have cut | 
the war program to the maximum | 
-xtent consistent with national | 
security. We‘have held our peace- | 
t me programs to the level ieces- 


urd the attainment of our posi-| 


war objectives. Where increased | 


prograins have been  recom- 
nended, the increases have been 
heid as low as is consistent with | 


these go2ls. I can assure the Con- 
gress of the necessity of these 
programs. I can further assure 
the Congress that the program as 
i whole is well within our capa- 
city to finance it. 
grams I have recommended 
action are included in the Budget 
figures. 


For these reasons I have chosen | 


to combine the customary Mes- 
sage on the State of the Union 
with the annual Budget Message, 
and to include in the Budget not 
only estimates for functions au- 
thorized by the Congress, but also 


} for those which I recommend for 


vidual businesses. Industry-wide application of maximum ability-to- | 
pay will force to the wall the less efficient, less wealihy, or otherwise , 


weaker, companies. In this Mr. Truman is actually furthering what 
the old New Deal high command used to castigate with the epithet 
“economic royalism.” Similarly inconsistent has been the Admini- 
stration’s confinement of its mediation in the steel strike to that in- 
dustry’s largest company and its President, Mr. Fairless. 


« 


When President Roosevelt was “quarterbacking” his desperate | NYSE Member Borrowings in Dec... 


New Deal economic “plays” in the 1933 Depression, the professed 
reason for his lack of caution was the existing critical situation 
whereunder gambling on possibilities had far more to gain than to 
lose. But today there is no such great depression to offer as an 2xcuse 
for using the nation in a laboratory experiment for testing Mr. Tru- 
man’s wage-price scheme for making everybody happy—“in an active, 
friendly citizenry enjoying the benefits of democracy under our 
free enterprise system.” 


“ , 
* Me 


In the President’s message no proposal whatever for amending 
the grossly inequitable Wagner Act was discernible. Nor was there 
any suggestion for enlarging the application of reasonable State reg- 
ulation of labor organizations. The little-realized critical situation in 
local law enforcement has been recently evidenced in events like the 


(Continued on page 454) 


| 
| 


} 


its action. 
(Continued on page 444) 
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of Jan. 21, on pages indicated. 


. + . } 
sy to op national well-being ; 


All the pro- 


z . 
‘Or | 


57|. We were in Detroit a few days 


The Financial Situation 


What may be termed the “formula method” of finding 
solutions for all the perplexities to which mankind is heir 
may, we suppose, have certain practical advantages at times 
even thougn the formulae employed, or indeed any formu- 
lae, have no logical or rational leg whatever to stand on. 
Homo sapiens seems to be amenable to persuasion or con- 
trol more easily when presented with an “equation” or some 
other concatenation of symbols or concepts even though 


'he may have no more than a suspicion of their meaning, or 


indeed may have a wholly incorrect notion of what is really 
in them. From all this it follows naturally that the employ- 
ment of such formulae is*really warranted—if, indeed, they 
are ever warranted—only when their utilization is designed 
to reach an end which finds its justification quite without 
reference to them. 
Magic and Deception 

But, if one is to pursue the subject further, it must be 
added at once that so soon as such basic facts as these become 
fairly widely realized or understood, the magic of -the 
“formulae” tends to disappear. If “formulae” are to be ef- 
fective popular slogans, they must be accepted and aecred- 
ited. by the rank and file of the people. Otherwise the hol- 


| lowness of the whole procedure is apparent and its effective- 


ness is lost. If, when such a stage is reached, the national 
leaders can persuade themselves, not merely to “dig up” 
other formulae which in turn may “have their day and cease 
to be,”’ but.to seek a more understanding and lasting method 
of approach to current problems, at least something would 
have been gained by the time and effort spent upon silly 
statistics and sillier conclusions therefrom. 
(Continued on page 440) 


From Washington 
Ahead of the News 


By CARLISLE BARGERON 


The genera! impression in Washington officialdom is that Steel 
ard Motors are out to bust the unions, which is, of course, not news 
at this late date. But by this time the country as a whole will very 

| likely have come to accept this attitude. The basis for it is that only 
(a few cents an hour separated what the unions were prepared to 
| accept and what the respective industries would pay. It might well 





‘be asked, in o— 
the circum- |there is really nothing for the 
| stances, wh y ‘country to get worried about. 


Genera! Motors has a business. It 
is in business to make money. It 
4\btas offered men so much to work 
4 | for them and the men say they won't 
‘| work for that amount. Very well, 
they have a perfect right to stay 
from work. Undoubtedly 
| this is tho attitude of Steel. If 

/men won’t work for what the em- 
ployer thinks they are worth that 
is their businezs, unless the em- 
ployer feels such an urge to re- 


the unions 
| wouldn’t back 
idown, there 
lbeing only 
this slight dif- 
| ference, just 
as well as the 
i ndustrialists. 
| What is im- 
portant to the 
industries is 
that their mo- 








| 








tives are g°- sume operations that he will give 
| ing to be seri- in. The attitude of both Motors 
iously ques- and Steel is that it is nobody else’s 
| tioned. On the business. Of course, these are the 
|popular im- fundamental facts. There is no 





law against other people going 
‘ahead making automobiles and 
producing steel, as, indeed, some 
of them are. 

Regardless of the merits of their 
attitude, however, this writer 
fears that the present administra- 
tion in Washington, being admit- 
tedly weak, is very likely to do 
something hvsterical. The pressure 
is on it to “do something” is al- 
ready tremendous and it will be- 

(Continued on page 454) 


| pression tha’ 
‘they are now 
out definitely to ruin the unions 
| they may find the public with 
i\them. But we doubt it, and the 
best informed opinion of Washing- 
ton doubts it. 


Carlisle Bargeron 


ago and there seemed to be a sur- 
| prising satisfaction with the way 
| things are going. The motor man- 
agers are calm, apparently unwor- 
ried. They profess an attitude that | 
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Neither His Right nor His Duty 


“T have just been informed that the United States 
Steel Corporation has refused to accept the compro- 
mise offered by me yesterday in the United States 
Steelworkers controversy 


Steel Corporation-United 


“IT have studied the facts and figures very care- 
fully. The fact-finding board in the steel industry 
has reported to me informally. It has not had the 
opportunity to go into the merits of the case very 
fully, as it would have done if there were legislation 
now on the books for a “cooling-off”’ period. 

“Nevertheless, after hearing the board and after 
long consideration, I believe that the stiggestion 
made by me of 17.1‘/ , or 1812 cents per hour is fair. 

“In the General Motors case the fact-finding 
board, after four weeks of hearings and considera- 
tion, reported to me that a settlement of a 17.4‘ 
increase, or 19'2 cents per hour, was fair and rea- 
sonable under all the circumstances, to both parties. 
I approved and still approve that finding. The union 
has accepted it, but the company has refused. 


“While, of course, no 


one finding by any fact- 


finding board is conclusive or even persuasive in 
other cases, the fact is that the present general cir- 


cumstances surrounding 
similar. 


these two disputes are 


“It is a matter of great regret to me, and I am sure 
that it will be to all the people of the United States, 
that all our efforts to avoid this steel strike have up 
to now failed. A strike in the steel industry will be 
felt in practically every. major industry in the 


United States. 


“It will hamper our reconversion effort. It will 
stall our attempts to establish a sound economy to 
which our veterans can return.”—The President of 


the United States. 


It would be an excellent thing if the American 
public were to subject these words to the most care- 
ful scrutiny—not that they would find much to 
guide them in these troublous times but they should 
be deeply impressed with the readiness, not to say 
rashness, with which Government these days as- 
sumes responsibility and jurisdiction where neither 


is its right or duty. 





Unions Should Be Controlled Is Opinion 
Of Majority of Workers, According to Forum 


The Jan. 15 edition of the Macfadden Wage Earner Forum dis- 
closes that a majority of the country’s workers believe unions should 
be placed under Governmental controls similar to those under which 


business operates. 


In a national cross section poll of wage earners, 62.6% 
they were in favor of Governmental control of unions, while *ewer 
were &—__—- ——_—_—__-——— 


than one third (31.2%) é 
against such control. The remain- 
ing 5.3% did not express an opin- 
ion. Of those who are members of 
unions, slightly over 50% (50.5% ) 
were in favor of union control. 
The Wage Earner Forum, con- 


ducted by Macfadden Publications, | 
inc., comprises wage earner fam- | 


ilies across the country. The fam- 
ilies represent a national cross 


section of wage earners—skilled | 


jabor, serri-skilled labor, unskilled 
tabor, and other categories in the 
wage earner classification. 
forum is polled regularly on mat- 
ters of current interest. 

Workers according to the pub- 
lication, have been very frank 
over a long period of time in ex- 
pressing their convictions in the 
Macfadden Wage Earner Forum 
and their frankness is evidenced 
in this disagreement with the ex- 
pressed opinions of their leaders. 


62.6% of a national cross section | 


of wage earners answered “yes” 
to this question: “Do you thi >k 
Congress should provide controls 
of labor unions similar to the con- 
trols of business firms?” 


“Fewer than one-third (32.1%) 
replied, ‘no’ to the question, and 
the remaining 5.3% did not ex- 
press an opinion. 

“Those men in the Forum who 
are union members voted 50.5% 
in favor of controls over unions. 
‘Those not union members voted 
69% for control of the unions. 

“There are no significant varia- 
tions in the answers to this ques- 
tion by sections of the country, by 


The | 


The ad- | 
vices in the matter further state: | 


said 


city-size, or by age group, al- 
though more of the younger men 
answered ‘no’ to the question. 
| However, the ‘yes’ answers range 
from close to 60% to almost two- 
thirds in every age group. 

“The guaranteed annual 

appeals to the majority of the 
workers. On this question, there 
is no difference of opinion be- 
tween the union members and the 
| others. Four out of five in both 
| groups like the idea. 
“Some of the lack of under- 
| standing and results of propa- 
| ganda are shown in the variation 
| in the answers on ‘Return on Capi- 
| tal.” More workers approve inter- 
est or wages to ‘the investors,’ 
while fewer approve dividend 
| payments to “capital.” More of 
those who approve interest to in- 
| vestors feel that these returns on 
| money invested should be 6% or 
| over than feel it should be less. 

“While opinions are confused 
and divided on ‘cartels,’ the great 
m®jority of the workers believe 
| that ‘international trade agree- 
/ments’ after the war will be a 
good thing. 

“Guaranteed Annual Wages — 
Eight out of ten of the men in the 
Forum like the idea of a guar- 
/anteed annual waee. There are 
/ho pronounced variations by any 
of our usual breakdowns. 


“Interest to Investors? Divi- 
dends to Capital? Nine out of ten 
| of the men in the Forum believe 
'that people who invest money in 
a business are entitled to earnings 
on the funds they have invested. 
' But... when essentially the same 





wage | 





question is asked in a depersonal- 
ized form, that is, whether capita! 


is entitled to dividends, the pro- 


portion who respond in the affirm- | 


ative drops to seven out of ten. 
“How much interest are inves- 
tors entitled to? 


say 6%. About 16% 
rious amounts over 
12% various amounts 
and another 11% 
at 5%. 
“{nternational Trade 
ments—More than eight 
ten of the men in the Forum be- 
lieve that interrational trade 
agreements after the war will be 


mention va- 
6%, almost 
under 4%, 


Agree- 


a good thing. This overwhelmingly | 


favorable vote breaks down as 


follows: 

“Question: Do you think that in- 
ternational trade agreements after 
the war will be: a good thing; a 
bad thing? 

“Answer: 
71.4%; da. X., 
100.0%. 

“Cartels — Opinion regarding 
cartels is less crystalliced and re- 
veals greater uncertainty than 
opinion about international trade 
agreements. About one-fourth of 
the men believe they are a good 
thing, but almost a third feel they 
are a bad influence and almost an- 
other third simply do not have 
any opinion. 

“Question: You have heard and 
read a lot about cartels. Do you 
think them: a good thing; a bad 
thing? 

“Answer: Good, 
31.6%; d. k., 31.7%; 
100.0%.” 


NYSE Borrowing 
Higher in December 


The New York Stock Exchange 
announced on Jan. 3, that the 
total of money borrowed as re- 
ported by Stock Exchange mem- 
ber firms as of the close of busi- 
ness on Dee. 31 was $1,073,417,453, 
as compared with $963,175,307 on 
Nov. 30. 


The following is the Stock Ex- 


Good, 86.2%: bad, 
4.4%; n. a., 2.0%— 


29.5%: bad, 
n. a., 7.2%— 


change’s announcement of Jan. 3:.- 


The total of money borrowed 
from banks, trust companies and 
other lenders in the United States, 
excluding borrowings from other 
members of national securities ex- 
changes, (1.) on direct obligations 
of or obligations guaranteed as to 
principal or interest by the 
United States Government $494,- 
216,241: (2.) on all other collat- 
eral $579,201,212; reported by New 
York Stock Exchange Member 
Firms as of the close of business 
Dec. 31, 1945 aggregated $1,073,- 
417,453. 

The total of money borrowed, 
compiled on the same basis, as of 
the close of business Nov. 30, 1945. 
was (1.) on direct obligations of 
or obligations guaranteed as to 
principal or interest by the United 
States Government $422,277,481: 
(2.) on all other collateral $540.- 
897,826. Total $963,175,307. 


Livingston Named 
Financial Editor of 
Philadelphia Record 


Appointment of J. A. Livingston 
as Financial Editor has been an- 
nounced by the Philadelphia Rec- 
ord. Mr. Livingston comes to The 
Record from Washington where he 
edited the confidential weekly 
magazine, “War Progress,” for the 
War Production Board. and served 
as economist with both the War 
Production Board and the Office 
of War Mobilization and Recon- 
version. Before going to Washing- 
ton, Mr. Livingston was economist 
with Business Week, public utili- 
ties editor of the Financial World 


and associate editor of the New | 


York Daily Investment News. He 
is the author of “Reconversion— 


The Job Ahead,” and has con-:! 


tributed articles on finance and 
economics to leading technical 
publications and magazines, 


Almost a quarter | 
of the men who believe investors | 
should get returns on their money | 


mention interest , 


out of | 


The State 


year. Uncertainty characterized 


of Trade 


A slight rise was noted in industrial output the past week, con- 
tinuing the gradual upturn in production started in October of 


last 


shipments in the week for the 


country as a whole, and the occurrence of several strikes ahead of 
schedule and a slackening of activities by other plants in preparation 


ishipments were suspended 


for a shutdown resulted in a lower level of steel production. 


xo _ —_ 


Few 


the present large backlog of or-|ond, whether current inflationary 


ders coutinued to expand. 


| trends are to be arrested by keep- 


The home appliance field re-|ing restraint on costs, or whether 
flected some expansion in output,| the boom and bust route is to be 


though lumber remained a scarce 
naterial hampering the manufac- 
jure of furniture. Automobile pro- 
duction too, showed a gradual im- 
rovement at some plants for the 
WeeK. 

The long-threatened and nation- 
| wide steel strike that the country 
worked so earnestly to avoid took 
ylace on Monday of the present 
week. The impact of such a strike 
on the nation’s economy will be 
trerendous if the walkout is of 
‘long duration, since the steel in- 
dustry plays such a vital role in 
keeping the wheels of all industry 
in motion. At a time when the 
country is endeavoring to increase 
the output of civilian goods and 
thereby stave off inflation, 
total effects of this shutdown in a 
key industry if prolonged can 
prove very devastating to say the 
least. The immediate effects of 
this walkout kept 750,000 workers 
away from their jobs, and brought 
about the closing of near to 1,300 
steel-making and fabricating 
plants, and aluminum mills and 





industries affected by the closing 
included construction, 
and public utilities. 

According to the American Uron 
and Steel Institute, because of the 
strike, the percentage of steel ca- 
pacity in operation the present 
week is believed to have declined 
to the lowest level in the 300-year 
history of iron and steel in this 
country with scheduled tonnage to 
be produced this week the lowest 
in 53 years. 

Commenting on the strike, Ben- 
iamin F. Fairless, president of the 
United States Steel Corporation 
had this. to say: “We did every- 
thing reasonable within our pow- 
er to avert this disastrous steel 
strike. We met the union ‘nore 
than half way. Our offer of a 
wage increase of 15 cents an hour 
met 75% of the unicn’s final pro- 
posal. 

“Fhe direct labor cost to this 
corporation of the wage increase 
we offered is $60,006,000 annually. 
This offer represents the biggest 
wage increase in the history of 
the stee! industry. The union has 
answered this most substant:al 
offer with a strike. 

“This is not a fight in the self- 
ish interest of the United States 
Steel Corporaticn. We feel strong- 
ly the responsibility of protecting 
the consumers—the thousands of 
fabricators and processors of steel 


jeopardy should we grant the 
union’s demand for such a large 
and unwarranted wage increase. 

“The responsibility for this 
strike rests with the union.” 

If the nation is to make pro- 
gress in its reconversion process 
and some semblance of normalcy 
restored to our much battered 
economy the constantly growing 
demands for excessive wage 
| creases must be halted. As the Na- 
t‘onal City Bank of New York so 
aptly points out in its current 
monthly letter eon general 
ness conditions: 

“In establishing public policy, it 
| should be understood that what is 
|at stake in the wage disputes is 
;not the ability of one company or 
ja dozen companies to pay higher 
wages. It is the welfare and the 
| Stability of the whole economy. 
‘The issue is. first. whether pros- 
verity is to be increased and dif- 
fused by distributing, the ga‘ns of 
nrogress, aS against movovolyv of 





the gains by any group. It is, sec- |! 


followed.” 


Steel Industry—Criticism of the 
U. S. Steel Corp.’s 15 cents an 
hour offer was voiced unofficially 
by some steel companies, and it 
was to have been expected, ac- 
cording to “The Iron Age.” ».a- 
tional metal-working paper, that 
the meeting held in New York 
early last week at which Mr. 
Fairless made his report to other 
steel company officials would 
have its stormy moments. 





the | 


iron ore mines in 29 states. Other. 


railroads ; 


whose very existence would be in| 


in- | 


busi- | 


On the other hand Mr. Murray 
lin taking an unprecedented step 
| by postponing the steel strike was 
|in an unenviable position late last 
week as a result of the failure to 
| obtain a wage agreement and the 
| magazine expressed doubt at the 
| time whether a second postpone- 
; ment would be made under such 
circumstances. 

It was obvious the past week 
that the government was bluntly 
using a “promised” $4 a ton in- 
crease in steel prices as a club to 
force a wage agreement. This pur- 
ported promise has become some- 
what of a mystery in that OPA 
has in no way indicated its ap- 
proval of a $4 increase, what pro- 
‘ducts would be affected and 
whether or not it would be an 
'across-the-board increase. It has 
| been indicated, from other sources, 
unless changed before the week 
expired, that a straight across- 
the-board steel price adjustment 
of $4 or slightly more is in pros- 
peet when and if.a wage settle- 
ment is made. 

If such a _ price increase is 
granted the problem of the nonin- 
tegrated steel mill will be more 
precarious than’ ever. A straight- 
across-the-board advance would 
leave these smaller companies 
which buy semi-finished steel and 
process it into finished steel pro- 
ducts in the same. position in 
which they are now, the “Iron 
Age” points out. 

On the basis of a 42-hour week 
in the steel industry at about the 
same level as current employ- 
ment, it is estimated that a 15 
cent an hour increase would cost 
the industry $148.000,000 a year 
in wages. A 1942-cent increase de- 
manded by the steel union would 
cost about $193,000,000 a year. On 
the basis of 56,000,000 tons of fin- 
ished steel, the approximate 
amount produced in 1945, a price 
increase of $4 a ton would net the 
steel industry about $224,000,000 
a year. 

Since the price increase was <e- 
manded to cover accumulated 
costs exclusive of any new wage 
iagreement, a wage increase of 
1942 cents an hour would leave lit- 
, tle from a $4 ton advance in price. 
This is the reason, states the mag- 
azine, why it is expected that the 
steel industry, after gauging che 
effecis of a wage and price in- 
crease, over a period of operations 
will likely request some sort of 2 
, Subsequent price adjustment. 
| The slowdown in cperations two 
weeks ago at many steel com- 
pany plants in preparation for a 
has made itself felt ike 
past week. even though units 
were rushed back into produc- 
tion as quickly as possible. Steel 
| ingot output last week was down 
7'2 points to 75.5 per cent of capa- 
' city. 

Many companies covered by the 
| steel union strike call are not pro- 
'ducers of steel but are engaged 
| in steel fabrication or further pro- 
, cess’ -* of steel products. Such 
(Continued on page 455) 


| strike 
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Urges Caution in Expanding 
Foreign Loans | 


National City Bank Says British Loan Is Likely to Encourage Other 


Countries to Seek Similar Treatment. 


Holds Britain’s Case Is Ex- 


ceptional and We Should Consider Carefully How Much Farther 


We Should Go in Our Foreign Commitments. 


Holds 


Britain’s 


Capacity to Repay Is Problematical. 


The January monthly “Bank Letter” of the National City Bank 
of New York, after reviewing the conditions and reactions relating 


to the proposed Anglo-American + 





financial agreement, takes up the| floated in the open market, and 
question of our policy in future/| direct investments by American 


foreign lending, 
that a “real danger’ is that other 
foreign nations will soon 


and points out) concerns abroad. 


Some of our commitments. in- 


be vuolve direct expenditures through 


“knocking on our doors” for loans| the federal budget, while others 


simnilar in character to that pro- 
posed by 


the agreement to be/| et. 


wili be financed outside the budg- 
Some of the funds provided, 


granted to Great Britain. On this; sucti as those for settlement of 
phase of our future policy the | lend-lease goods in transit and 


*‘Monthly Letter” comments: 


| surplus 


property, and part of 


With the Anglo-American} UNRRA and Export-Import Bank 
agreement awaiting approval by | funds, have already been spent, 
Congress, it is well known that) bu: the major portion represents 
other countries are, or soon will! new or potential demands upon 


be, knocking at our door. No 


doubt most, if not all, could obtain | 


credit in reasonable amounts 


American production. 
In addition, 
hold in excess of $20 billion 


through the Export-Import Bank, | gold and dollar exchange, an in- 


the International Bank to be set | determinate 


amount of which 


up under Bretton Woods, or—in a| would be available for expendi- 
few cases—regular market chan-| tures here. 


nels. Will the lower interest rate 


All this shows the heavy com- 


and other special considerations , mitments which the United States 
of the British loan be regarded as} has already made for foreign re- 


setting a precedent, encouraging 
other countries to expect similar 
treatment? 

This is a real danger. There is, 
however, no proper analogy be- 
tween the case for Britain and 
that for any other country. Quite 
apart from the natural feelings of 
friendship that exist between the 
two great English-speaking de- 
mocracies, the compelling argu- 
ment for Britain is that country’s 
outstanding importance as a great 


cenier of world trade and finance | 


on which many other 
depend. Without a freely 
vertible sterling there will be 
scant hope of achieving the multi- 
lateral trading system which has 


countries | 
con- | 


lief and reconstruction, and the 
potential demand for American 
goods now being built up. The 
combined total of these actual or 
potential claims is easily $40 bil- 
lion, without including some very 
large foreign reconstruction loans 
that have been talked about. 

As we hear the calls of distress 
from over the world ana -:ee the 
need of funds for reconstruction, 
we know that some American 
money should and must be used 
eve.) for our own interests as part 
of a sick world. On the other 
hand, we know that inflation has 
traveled fast both at home and 


|, elsewhere, and more credit means 


been the traditional goal of this | 


country. Of no other currency 
save the dollar is this true to any- 
where near the same extent. Not 
on the basis of sentiment, or of 
looxing backwarc, but on the 
basis of our own interest in world 
trade recovery, the British posi- 
tion is wholly exceptional. 


Our Foreign Commitments 


We need to consider carefully | our feeling will change. 


how much farther it is safe to go 
in lending in view of our national 


| 


| unless we are prudent. 


more inflation. After World War 
I and in the ’twenties we financed 
inflation with American money. 
Then when we found we had in- 
vested too freely, we stopped sud- 
deniy. We run the risk of doing 
just the same thing over again. 
We are riding on a wave of public 
appreval of all things interna- 
tional. It will bear us too far 
When we 


| find we have been carried too far, 


Nothing 
could be worse for sound and con- 
tinving international collabora- 


debt now $279 billion, our foreign | tion. 


commitments already made, and 
the purchasing power represented 
by the large gold and dollar ex- 
change holdings of foreign coun- 
tries. 

Our subscription to the Inter- 
national Monetary Fund is $2,750 
million and to the International 





| 


| taxes. 


| 


Bank $3.175 million. while the en- | 


largec Export-Import Bank has a 
lending power of $3,500 million. 
The British credit is $3,750 mil- 
lion, plus $650 million for settle- 
ment of lend-lease goods in transit 
and surplus. property. Similar 


lIoreover, lending U. S. public 
money around the world means 
more government borrowing from 
our own people, with consequent 


| increase in interest charges and in 


The tax burden we now 
hav2 to carry is already so heavy 
as to impair incentive. Nothing 
could be worse for a vigorous and 
expanding economy at home than 
to lose the driving force that 


|comes from adequate reward for 


crecits for lend-lease settlements | 


not handled through the Export- 
Import Bank include $575 million 
to France and $400 million 
Russia. Our original contribution 
to (IJSNRRA was $1,350 million, and 
Congress has just approved 
additional contribution of the same 
amount. 

The above alone totals over $17 
billion, and still does not allow 
for additional “pipeline” lend- 
lease credits pending, or for even- 
tual claims upon us from 
Bretton Woods 
haps much larger than our sub- 


an | 


the 
institutions per-| 


scriptions. due to the possibility | 


that the Monetary Fund may bor- 


row additional dollars and the, 


likelihood that the major share of 
whatever part of the International 
Bank’s $10 billion authorized lend- 
ing tower is used will almost cer- 
tainly be extended in dollars. 
There will also be advances ane 
credits made by private banks or 





success, 

The question that Congress and 
students of the situation will ask 
is whether the $4.4 billion British 
loan is just another step in a huge 


t | foreign lending program with the 
0 | 


purpose of stimulating full em- 
ployment in the United States, 
with all too probably a burst of in- 
flation and a boom followed by a 
crash, or whether it is, on the 
other hand, a step in a more pru- 
dent and closely controlled pro- 
gram in which the British loan 
will be unique. 


Can Britain Pay? 

Will Great Britain be able to 
make the payments of interest and 
orincipal called for in the loan 
contract? This is a question that 
everyone asks, not only in this 
-ountry but also in England, for 
Englishmen with their high regard 
for their bond do not want to 


"ssume obligations they cannot 
meet. 

t seems clear there can be no 
certain answer. 


It depends upon 


foreign countries | 
in | 





too many factors, the working out 
of-which cannot: be foreseen in 
this troubled and rapidly chang- 
ing world. 

There is, first of all, the ques- 


| tion of how successfully the Brit- 








ish are able to utilize the breath- 
ing spell afforded by the loan for 
working out their own problems 
at home. This involves problems 
of reconversion, of reorganization 
and rationalization, and in general] 
of raising the efficiency and pro- 
ductivity of British industry. 
There is the question of emphasis 
—whether the major effort is go- 
ing to be directed to meeting these 
problems or whether it is going to 
be diverted by pressure for im- 
mediate realization of social] 
ob, ectives. 

Contrary to frequent assertions 
during the debates in England 
over the loan, and to a widespread 
impression in this country, British 
balence of payments difficulties 
are not wholly a product of the 
war. Britain was having trouble 
with its trade balance before the 
war. Despite Britain’s recognized 
leadership in many industries 
where skill and craftsmanship of 
individual workers are a major 
factor, and its high standard of 
efficiency and excellence of prod- 
uct in some of the newer indus- 
tries, the fact is 


ot (revealed in 
numerous British reports) that 
Britain was losing out in world 


markets on some of the major ex- 
port lines—notably coal, cotton 
textiles, iron and steel—on which 
it had depended. The causes of 
this are complex, but include fail- 
ure to keep abreast in promptly 
scrapping outmoded equipment 
ana methods, and in making the 
investments necessary to have the 
advantage of the latest tech- 
niques. Many Americans, who re- 
call how often apologists of the 
Government’s spending policies of 
the ‘30s in this country pointed to 
the example of Great Britain with 
her much heavier (then) national 
debt and taxation, now wonder 
whether the, blighting effect of 
such taxation upon incentives may 
not have had somethimg to do 
with discouraging British indus- 
tries that were falling behind 
from making the needed adjust- 
ments. 

A second question relates to 
Britain’s success in dealing with 
difficult Empire problems, notably 
that of India, on a basis that will 
promote the harmonious’ and 
peaceful relations necessary to a 
flourishing trade. 

A third question has to do with 
the general volume and stability 
of future world trade in which 
Britain may expect to share. This 
concerns the organization of the 
peace and removal of fear of war: 
and it involves questions of trade 





barriers and of other national 
policies bearing upon _ interna- 
tional trade that are to be the 


subject of discussion at the com- 
ing international trade confer- 
ences. It is concerned, further, 
with the maintenance of a stable 
economy in this country, with all 
that means in budget control and 
avoiding inflationary peaks that 
have their inevitable counterpart 
in the depressions that follow. 

Thet the British realize the 
magnitude of the job they have 
aheac is evident in the exhorta- 
tions of their leaders for greater 
industrial efficiency, along with 
an austere program of belt-tight- 
ening for the individual] citizen. 
It is reflected in the statements of 
Sir Stafford Cripps, President of 
the Board of Trade in the Labor 
Government, that “by sacrifice 
and hard work, Britain must find 
wa!s of exporting more goods so 
that she can purchase essential 
imports.” And, again, “we cannot, 
therefore, neglect any steps which 
will make our industry more com- 
petitive in the markets of the 
worid.” 


For these various reasons, it is 
impossible to determine definitely 
in advance Britain’s capacity to 
pay or its capacity to carry out 
the other commitments in the 
agreement. But the loan and the 
agreements that gr wit ~* z 


sent an effort in the direction of 


Harl Chairman Fed. 
Deposit Insur. Corp. 


Maple T. Harl, for the past six 
years Banking Commissioner of 
Colorado, was sworn in on Jan. 5 
as Chairman of the Board of Di- 
rectors of Federal Deposit Insur- 
ance Corporation. The oath of 
office was administered by Jus- 
tice Hugo Black of the U. S. Su- 
preme Court. The ceremony was 
witnessed by many notables, in- 





cluding Sen. Edwin C. Johnson, 
of Colorado; Sen. Pat McCarran, 
of Nevada; Governor and Mrs.) 
John Vivian, of Colorado; Gov.) 
Robert S. Kerr, of Oklahoma, and 
John Snyder, Director of the Of-' 
fice of War Mobilization and Re-' 
conversion. _Preston Delano, 
Comptroller of the Currency, to- 
gether with Ronald Ransom and 
John McKee, Governors of the 
Federal Reserve System, also 
were present. 

Federal Deposit Insurance Cor- 
poration, the Government agency 
which insures the balances of 
70,000,000 depositors in about 13,- 
500 banks throughout the country, 
was established in 1933. It has 
had as. chairman only two prede- 
cessors to Mr. Harl—Walter Cum- 
mings, of Chicago, who served 
during the first four months of 
the corporation’s existence, and 
Leo T. Crowley, of Madison, Wis., 


who served from February 1934 
until his resignation in October 
1945. The corporation now has 


assets exceeding $850.000,000. 

Mr. Harl’s law studies were in- 
terrupted when World War I 
came along and he enlisted. He 
came out of the war with the rank 
of Major, was hospitalized for a 
time, then entered the banking 
business in a Denver suburb. 
Later he went into the safe de- 
posit, mortgage and investment 
branch of finance. Meanwhile, 
he became active in veterans’ or- 
ganizations—the American Le- 
gion, the Veterans of Foreign 
Wars and the Disabled American 
Veterans. The DAV made him 


New Board Established 


To Garry on NWLB 
Wage Setting Function 


On Dec. 31, by Executive Order 
of President Truman, the National 
War Labor Board went out of ex- 
istence, and the National Wage 
Stabilization Board, within the 
Labor Department, was estab- 
lished to take over some of the 
duties which had belonged to 
NWLB. On Jan. 2, according to 
a special dispatch from Washing- 
ton to the New York “Times,” W. 
Willard Wirtz, Chairman of the 
newly created stabilization board, 
announced that within the next 
two weeks detailed standards 
would be made public applying to 
conditions under which wages 
might be increased or decreased. 
Mr. Wirtz made it explicit that 
this did not mean framing of new 
wage policies, merely that present 
policy would be further imple- 
mented. 

One of the new board’s inherited 
duties, under the War Labor Dis- 
putes Act, is to receive applica- 
tions from unions for Government 
supervision of strike votes upon 
30 days’ notice. 

The “Times” 
1o say: 

Mr. Wirtz said that even though 
the Government has not provided 
funds to be used for holding strike 
votes, under the law, such peti- 
tions must be filed, even though 
the unions and the Government 
know that nothing can be done 
about them. 

Mr. Wirtz said that another duty 
of the new board is to pass upon 
the terms and conditions of em- 
ployment for settling disputes in 
plants that have been seized by 
the Government. .Such settlements 
must be approved by the board 
before the plants may be turned 
back to their owners. It had been 
the WLB’s duty under the War 
Labor Disputes Act to pass upon 
such terms before Government re- 
lease of struck properties. 


advices went on 





National Commander in 1937. 
During the 1930’s he reorganized 
a number of real estate mortgage- 
bond companies that had been 
hard hit by the depression, He 
was appointed State Banking 
Commissioner for Colorado in 
1939. 

Mr. Harl was named on Nov. 26 
by President Truman as Chair- 
man of the Federal Deposit In- 
surance Corporation and the Ex- 
port-Import Bank. The Senate 
confirmed the nomination on 
Dec. 7. 


U. $. Chamber Annual 
Meeting April 30 


The Thirty-Second Annual 
Meeting of the Chamber of Com- 








merce of the United States will 
be held in Atlantic City for three 
days next April 30-May 2, Gen- 
eral Manager Ralph Bradford an- 
nounced on Dec. 21. This will be 
the first Annual Meeting since the 
spring of 1943 when the Cham- 
ber’s members assembled in New 
York City. Since that time, de- 
termination of the organization’s 
policies, and election of members 
of the Board of Directors have 
been conducted by mail. 





reestablishing world trade on a 
multilateral basis, which has al- 
ways been the American system 
and was that of Britain during the 
heydey of British commercial 
expansion up to the first World 
War. Without the loan it seems 
inevitable that Great Britain 
would have to follow the pattern 
on which Germany operated in 
the ‘20s and ’30s—that is, bilater- 
alism, trade quotas, exchange con- 
trols and managed currency. With 
the joan accord, there is at least 
a fighting chance that we and 
Britain, working together, cou'd 
revonstruct the kind of an inter- 
national trading system which will 
best promote growth and stability 
ommerce, 


In referring to his Board’s au- 
thority to determine what shall be 
allowed as a wage increase or a 
wage decrease, Mr. Wirtz said that 
the procedure in either case would 
be as it heretofore had been pro- 
vided that if no union is involved, 
a._company may apply for a wage 
adjustment. 

In cases where a wage increase 
or decrease has beer put into ef- 
fect without approval, he said that 
complaints ‘would be entertained 
by the board either from the union 
or from individuals concerned. 

Mr. Witz said downgrading 
would be permitted, but down- 
grading as an excuse or subter- 
fuge for war wage cutting would 
not be allowed. The legal rate of 
wages, he said, cannot be lowered. 

As to penalties, he said that the 
sanctions against use of payroll 
itmes for tax purposes would still 
be used as under the Wage Stabi- 
lization Act. It would be the 
board’s duty to determine what 
part of a payroll should, under its 
recommendations to the Treasury, 
be disallowed for tax purposes. 

Replying to questions as to 
whether the board might allow a 
2912 % wage increase in the Gen- 
eral Motors case, he said that 
such a case could come to the 
board under the rules drawn up 
by the Secretary of Labor respect- 
ing the duty of fact-finding pan- 
els, but only if price relief were 
in question. 

He explained that if price relief 
were in question the standards set 
up under executive orders would 
3 used as the guide, as hereto- 

ore, 





The Board will determine 
whether wage increases requested 
may be used as a basis for seek+ 
ing price relief. One branch of 
the Board will continue to admin- 
ister controls over wage adjust- 
ments in the building industry 
which also continue to require ad- 
vance approval. 

The new agency has no author- 
ity to settle any labor-manage- 
ment disputes. 
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The Financial Situation 


(Continued from first page) 
What begins to appear to;ing power equal to its own 
be a collapse of tne wage value. To them it has always 
“formulae” of the day, col-|been clear that this simple 


lapse, that is, as 


weapons with which to attack | into a cocke 


effective |and irrefutable fact knocked 


d hat any claim 


current ditticulties, may or!that lack of ability to pur- 
may not stem trom such dis-| chase goods produced was at 


illusionment on the part of 
the public. It may be that the 
hollow mockery of most of the 
theorizing about the basis for 
wage fixing—the purchasing 
power idea, the productivity 
notion, the ability to pay for- 
mula, and the others—is now 
penetrating the minds of men 
throughout the country, and 
that it is for that reason that 
it has not proved possible to 
marshall public opinion be- 


the bottom of any undesired 
istate of business by chance 
existing. But a little further 
|pursuing of the subject soon 
‘reveals the fact that larger 
| payments to wage earners can 
not possibly increase purchas- 
‘ing power beyond the value of 
‘the goods produced by such 
labor. It is obvious that such 
‘increases either take from 
some one else the purchasing 
‘power it confers upon labor, 





hind the drastic demands of | or else they add dollar for dol- 
the unions in various parts of |lar to the purchasing power 
the country. If so, we may be|required to buy the goods 


forgiven if we express the 
hope that from this time for- 
ward the powers that be, and 
for that matter a great many 
others who aspire to places of 
leadership among the people, 
will address themselves to 
current problems with much 
more directness and under- 
standing than has been in evi- 
dence in the past. 


Foolish Formulae 
Certainly, 


| 


formulae ad-:at one and the same time 


| produced. 
| Obvious Contradictions 

| But factors other than the 
processes of logic are proba- 
bly more responsible for the 


lack of popular effectiveness 


of this old fallacy at this time. 
Even he who runs, though a 





fool he may be, can scarcely 
fail to recognize the essential 
contradiction in any public 
policy or propaganda which 


vanced during recent months | cries out for higher wages to 


for the determination 


of | increase purchasing power 


“ist” or “socially desirable’ | and issues warnings of infla- 
or “economically sound” wage |tionary dangers believed to 
rates have been, it appears to lurk in wartime accumula- 
us, more than ordinarily shot | tions of purchasing power. If 
through with obvious falla-' continued, not to say perpet- 


cies. The so-called ‘‘purchas- 
ing power” theory — which 
may be and is usually ‘trotted 
out” to support any and all 
demands for higher wages— 
has long been bandied about 
among large elements in the 
population. It was thoroughly 
popularized by the late Presi- 
dent Roosevelt, who, though 
he had little or no under- 
standing of economics or busi- 
ness, was widely accepted as a 
‘sort of oracle on these sub- 
jects. Explicitly or implicity, 
it has been the foundation on 
which virtually all claims to 
public support of drastic wage 
increase demands of recent 
months have rested. It would 
be too much to hope, we sup- 
pose, that the notion has come 
to its final end. The probabil- 
ity is, we are afraid, that it 
will continue to be one of the 
main reliances of labor lead- 
ers and of ignorant politicians 
who seek the votes of union 
members. 

Yet the fact is that this the- 
ory has taken some very se- 
vere pummeling of late. Of 
course, it needed no refuta- 
tion so far as thoughtful stu- 
dents of economics were con- 
cerned. To them, it has all 
along been perfectly obvious 
that the production of any 
given goods or services must 





ual, control of almost every 
phase of the economy is es- 
sential to prevent those who 
have throughout the war been 
estopped from spending their 
money earnings from coming 
into the market places and 
bidding up the prices of all 
manner of goods, then why is 
it necessary to raise wages to 
enlarge purchasing power? 


ously lying upon the surface 
of current discussions that no 
one can fail to notice it. 


Little Take-Home Loss 

Again circumstances have 
riddled the case of those—in- 
cluding the President of the 
United States—who had been 
basing their stand on wage in- 
creases upon the presumption 
of loss of ‘“‘take home”’ pay re- 
sulting from the return of 
peace. From city after city 
barring, we suppose, some of 
them now almost idle by rea- 
son of strikes — continue to 
come steady streams of re- 
ports of persistent shortages 
of labor, of continued over- 
time, of well-maintained, if 
not fully maintained, take 
home pay. What is more, 
from nearly if not all of them 








as it is given to man to look 
_into the future there is little 


inevitably produce purchas- | or no actual prospect of heavy 


Here is a question so obvi-| 


come indications that, so far | 


| Legislation Introduced Brooklyn Trust Reports Gain 
in Net Operating Earnings 


Net operating earnings of the Brooklyn Trust Company of Brook- 
lyn, N. Y., for the year 1945, after all expenses, interest, and taxes 
excepting Federal income taxes, were $1,327,876, and after provision 
| of $334,000 for estimated Federal taxes on 1945 net income, there re- 
bepery a balance of $993,876. The comparable figures for 1944 were 


i 
} 











and at any rate would not 


To Gurb Petrillo 


A bill des:gned to curb the c- 
tions of James C. Petrillo as nead 
of the American Federation of 
Musicians, AFL affiliate, was in- 
troduced by Representative Clar- 
ence F. Lea (D., Cal.) on Jan. 16, 
and is scheduled for early com- 


$1,051,079 before Federal income taxes and $907,079 after provision 
according to the? eames : 


|for such taxes, 


mittee consideration, the Associ- | report of President George V. Mc- | relaxation of certain Goverament 


ated Press reported from Wash- 
ington. One of Mr. Petrillo’s de- 
mands, according to Representa- 
tive Lea, would compel the radio 
broadcaster “to pay a financial 
tribute to the American Federa- 
tion of Musicians for broadcasting 
transcriptions where no _ service 
whatever is performed by mem- 
bers of that organiaztion. The 
Associated Press further quoted 
Mr. Lea as follows: 

“Another demand was made 
that, under penalty of boycott, a 
station which permitted non-com- 
pensated musicians to participate 
in musical, educational or cul- 
tural programs would be required 
to pay the Federation an amount 
equal to the compensation which 
would have been paid had mem- 
bers of the organization performed 
the service, even though they per-} 
formed no service whatever.” 

The union recently requested 
stations to ban broadcasts in this 
country of musical programs orig- 
inating in other countries except 
Canada. 

The proposed bill said the’ As- 
sociated Press, would outlaw 
force or threats to compel a radio 
station: 


l. To “pay tribute” for the 
privilege of producing or using 


records, transcriptions or mechan- 
ical, chemical or electrical repro- 
ductions, 

2. To employ more persons than 
.t wants. 

3. To refrain from broadcasting 
a non-commercial educational or 
cultural program where the par- 
ticipants receive no pay. 

4. To refrain from broadcasting 
programs originating abroad. 








Laughlin, who stated that “the 


| disposition of our earnings was as | 


|'follows: To reserve for conting- 
(encies, $68,881; to undivided 
|profits, $114,995; to surplus, 


| $400,000; dividends 
| $410,000; total $993,876 

Recoveries on charged - off 
loans and profits on sales of se- 
curities were credited directly to 
reserve accounts and were not 
included in earnings. 

The statement of Mr. McLaugh- 
lin was read at the meeting by 
George A. Barnewall, Executive 
Vice-President, who presided at 
the meeting in the absence of Mr. 
McLaughlin. 

As to real estate and mortgages 
the statement said: 

“The book value of our bank 
buildings was written down to 
$3,000,000 during the year, a re- 
duction of $946,321 from the fig- 
ure at which they were carried 
at the end of 1944. Of this write- 
down, $854,276 was transferred 
from reserves and the remainder 
was charged against earnings. 
Other real estate was carried at a 
book value of $1,000 throughout 
the year. Mortgages owned at the 
end of the year were carried at 
$749 562, equivalent to about 66% 
of their face value. Holdings of 
mortgages were reduced to the 
extent of $514,205 during the 
year, the reduction being due 
principally to sales and pay- 
ments.” 

According to Mr. McLaughlin 
“the company’s holdings of United 
States Government securities 
were $189,976.038 at the end of 
the year against $152,921,563 at 
the beginning, a net increase of 


declared, 





loss in take home pay—heavy | 
loss, remember, as compared | 
with the war-swollen earn-' 
ings of the men, which until | 
quite recently at any rate 
many almost took for granted, 
could not in the nature of the | 
case be retained by them in 
peacetime. 

Another notion which has | 
succeeded in getting a black | 
eye of late is the productivity | 
of labor yardstick. This the- 
ory has a plausible and ap- 
pealing sound. It is a perver- 
sion of the ideas of reputable | 
economic theorists of past 
years—as are so many cur- 
rent notions — but the great 
rank and file may never have 
heard of the older theorists, 








give their carefully wrought 
ideas much weight. The 
weakness of the current adap- 
tation of the productivity no- 
tion is the quite well known 
attitude of wage earners to- 
ward their jobs. It is a little 
too widely known that, what- 
ever the figures may seem to 
show, that the workman is 
today much less disposed to 
exert himself than was the 
case in former years, even 
than in the immediate pre- 


war years. The resulting con- 
clusion that any increase in 
outnut per man hour must be 


$37,054,475. Approximately 47% 
of our holdings mature within 
five years, 45% either mature or 
become callable in from five to 
10 years, 4% mature or become 
callable in 10 to 20 years, and 4% 
are not callable within 20 years.” 

In his comments respecting 
Government financing, Mr. Mc- 
Laughlin said: 

“With the end of 
the large-scale Government fi- 
nancing which accompanied it, 
the great expansion of Govern- 
ment security holdings of banking 
institutions probably will come to 
an end, although there may be 
some slight increase due to sales 
by non-banking holders to the 
banks through the open market. 
Income from interest on Govern- 
ment securities has not kept pace 
with the expansion in total hold- 
ings, because rates of yield on se- 
curities available for bank pur- 
chase have been reduced con- 
siderably—-by Government policy 
in the case of new securities and 
by the action of the market in the 
ease of older issues. It therefore 
appears that there may be a 
downward trend in banking in- 
come from holdings of Govern- 
ment securities.” 

He also said: 

“Our total of outstanding loans 
is somewhat larger than a year 
ago, but it appears that industry 
generally has not required a great 
deal of bank credit for reconver- 
sion purposes. We are hopeful 
that demand for business loans 
will improve as peacetime pro- 
duction exvands. Following a 
reduction of our discount rates on 
personal loans effective July 1, 
demand for such loans has im- 


| proved, and up to the end of the 


increase of 
in total personal 
Demand for 


there was an 
than 50% 


year 
more 





to the credit of some one 
other than the wage earner is 
2 little too inescapable. 





loans outstanding. 
| loans 
‘other buildings also has shown 


improvement, due largely to the 


| 


| 





the war and |! 


restrictions. 

“The company is planning to 
enter the field of consumer credit 
on a larger scale in the coming 
months and will engage in the fi- 
nancing of various types of dur- 
able 


consumer goods, such as 
household equipment and auto- 
mobiles. Details will be an- 
nounced when plans have been 
completed.” 








Securities Sold in 
Victory Loan Drive 


Secretary Vinson announced on 
Jan. 17 the preliminary figures on 
securities sold in the Victory 
Loan Drive aggregating $21,144,- 
000,000, of which $6,776,000,000 
was subscribed by individuals 
and $14,368,000,000 by all other 
non-bank investors. Total sub- 
scriptions for each of the secur- 
ities offered in this Drive were as 
follows: 

(In Millions of Dollars 





E: Savings Bonds ________ $2,204 
F and G Savings Bonds___ 657 
Savings Notes ___________ 1,682 
212% Treasury Bonds____ 9,819 
244% Treasury Bonds____ 3,045 
%e% Certificates .._...... 3,737 

Total __ desi Satiaiad nist pia 


In addition to those which ap- 
plied to the Drive, the Treasury 
received subscriptions from com- 
mercial banks, based on their sav- 
ings deposits, which aggregated 
$1,396,000,000, as follows: 

(In Millions of Dollars 





F and G Savings Bonds-_ $90 
212% Treasury Bonds______ 853 
214% Treasury Bonds___ 423 
%,% Certificates _______- 30 

TUE cet di Saad Die on ol $1,396 


The Treasury Department fur- 
ther says: 

There were also _ purchased 
outside of the Drive $1,017,650.- 
000 of the 242% Treasury Bonds 
and $500,000 of the %% Certifi- 
cates for the Treasury investment 
accounts. 

The deferred payment provision 


of the offering circulars was 
availed of to the extent of $1.- 
277,000,000 for the 214% bonds 
and $214,00C,000 for the 214% 
bonds. These subscriptoins aie 
included in the Drive figures 
given in the first table ot this 
statement. 


Reference to total sales in the 
Victory Loan Drive, of $21,144.- 
G00,000 was made in our issue of 
Jan 10, page 174. 





Justice Jackson 


To Return Home 

In an executive order on Jan. 
17, President Truman authorized 
Supreme Court Justice Robert H. 
Jackson, chief American prosecu- 
tor at the Nuernberg war crime 
trials, to take such action as will 
permit Mr. Jackson to return to 
this country and again take his 
place in the Supreme Court. The 
order, according to Associated 
Press Washington advices, author- 
izes the United States representa- 
tive and chief of counsel to pro- 
ceed against the secondary of- 
fenders before United States mil- 
itary or occupational tribunals. It 
further authorizes Justice Jack- 
son to designate a deputy chief of 
counsel, with responsibility to or- 
ganize and plan the prosecution 
of charges of atrocities and war 








to modernize homes and | 
] 


crimes other than those now being 
prosecuted as Case No. 1. Ac- 
cording to the New York “Times.” 
Jackson’s assistant, Sidney Alder- 


| man, is expected to be named suc- 
cessor. 
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UNO Assembly Opens; Group in U. S. 
To Ghoose Permanent Site 


The first meeting of the General Assembly of the United Nations 
Organization openea on Jan. 10 with a speech by British Prime 
Minister Attlee, in which Mr: Attlee stressed the responsibility which 
rested on the Assembly for finding the means of preserving world 
peace. “The coming of the atomic bomb,” the Prime Minister said, 
eccording to the Associated Press report from London, “was only 
the last of a series of warningse—H———________ 
to mankind that, unless the} Paul Henri Spaak, Socialist For- 
powers of destruction could bejeign Minister of Belgium, who 
controlled, immense ruin and al-|had been supported by Britain. 
most annihilation would be the |The name of Tryve Lie, Norwegian 
lot of most of the highly civilized | Foreign Minister, was offered by 
portions of mankind.” He con-| Russia frem the floor, and was 
tinued: : supported by the United States. 
‘To make this organization a|On a secret ballot. according to 
living reality, we must enlist the | the Assoc‘ated Press. Dr. Spaak 
support, not only of governmeats, | received 28 votes and Mr. Lie 23. 
but of the masses of people| It is said that Dr. Spaak’s election 
throughout the world. They must] assures the Netherlands of a place 
understand that we are building | on the Security Council. 


a detense for the common people.” Previous to the Assembly’s 


The night before the General | opening, Secretary of State Byrnes, 
Assembly first convened, dele-|on his arrival in London, suc- 
gates were entertained at a State|ceeded in unifying the United 
Dinner at St. James’ Palace at;States delegates by giving assur- 
which King George VI told them,| ances that adequate security ar- 
according to the Associated Press:! rangements would precede dis- 

“T¢ is in your hands to make or closures concerning atomic mat- 
mar the happiness of millions of | ters and that “any plan recom- 
your fellow men, and of millions | mended by the atomic commission 
yet unborn. It is for you to lay| must receive Congressional ap- 
the foundations of a new world,|Proval in the United States’. 
where such a conflict as that| Meantime a UNO subcommittee 
which lately brought our world| has arrived in the United States 
to the verge of annihilation must|tO survey various places in the 
never be repeated; where meun|East Coast area for a permanent 
and women can find an oppor- | headquarters of the peace organi- 
tunity to realize to the full the | zat.on. The group, headed by Dr. 
good that lies in each of them.” Stoyan Gavrilovitch, Yugoslav 

The delegates were called to Under-Secretary for Foreiga Ar- 
order on Jan. 10 by Dr. Eduardo fairs, has already visited the 
Zuleta of Colombia, temporary | Roosevelt estate at Hyde Park 
President of the Assembly, after and other proposed sites in the 
which a President for the London| New York area, Boston, Provi- 
sessions was elected. This was Dr.' dence, R. I., and Princeton. N. J. 
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Savings Banks Trust Company Reports 
Record Earnings in 1945 - 


At the annual stockholders’ meeting on Jan. 16 August Ihlefeld, 
President of Savings Banks Trust Company of New ‘York reported 
record total income of $8,323,000 for 1945. “This income is the 
highest earned since the Trust Company was organized in 1933,” 
Mr. ihlefeld said, “and is represented by $6,717,000 from operations 
end $1,606,000 profit on sale of securities. Net earnings after all 
charges were $2,719,000, the equi- « ——_—--——— 
valent = $109 per share of capi-{the savings banks for $5,165,000,- 
tal stock, all of which is owned by | ing the 1942-45 period. 
the 13) mutual savings banks of| Robert M. Catharine, President 
New York State. For 1944 ret|}000 Government obligations dur- 
earnings were $2,133,000 or $80) of the Savings Banks Association 
per share. of the State of New York and 

It is also reported that oper-| President of the Dollar Savings 
ating expenses for the year were | Bank, was appointed to the board 
$819,000: interest on deposits, $3,- | of directors. 

1 Pao og and taxes, $1,671,000. Div- | a 
idends of $40 per share, or $1,000.- ° ° 

000 were paid on the capital stock Hall Quits Tariff League 
and $1.719.000 added to undivided The resignation of Bertrand W. 
profits. The Trust Company re- Hall as Secretary of the Ameri- 
ported assets of $718,186,379 at the Ca” Tariff League was made pub- 
year-end of which $715,547,291 ‘lic on Jan. 14. Mr. Hall will 
was represented by cash and U. | shortly establish his own firm of 
S. Government obligations. De-| Business Advisory and Public Re- 
posits amounted to $673,196,190, | |ations Counsel in New York City. 
with undivided profits of $10,099,- The Board of Managers of the 
673 and total capital accounts of League, in accepting Mr. Hall’s 
$42.982.675. resignation, paid tribute to him in 

The annual report mailed to |? resolution which said that his 
stockholders prior to the meeting | S@TV!ces “have led to a wider and 
is liberally illustrated by charts better understanding of the tariff 
and tables, its 40 pages reporting | and the economic system of the 
in detail both in operating results | United States. 
since organization of the bank and|__Im leaving the Tariff League, 
the growth and development of | Mr. Hall stressed his continuing 
its services. In 13 years it has | belief in the great need for equit- 
paid $9.449,000 in interest on de- | ably conceived, sound tariffs to 
posits, $4,827,000 in taxes, $4,050.- | give American manufacturers and 
000 in dividends and has accumu- | Producers a fair and equal oppor- 
lated $10,100,000 in undivided | tunity to compete in this country 
profits. |with foreign imports produced 

Most recent of the services|U%der lower living standards. 
adopted is that of acting as agent | !he vital role which the tariff 
and techincal adviser to the savy- | as always played in our eco- 
ings banks in planning and de-|nomic structure,’ he said. “has 
veloping multi-family housing to} been obscured in recent years by 
be financed to the full extent of » a ; ae 
total cost by the savings banks. | ous war-born prosperity as well 
Commitments have already been |@5 the absence of competitive im- 
made on five such developments | ports during the war. As soon as 
involving an estimated investment | the ineviatble competition of 2 
of $25.000,000 and providing apart- | peacetime world is resumed, the 
ments for approximately 4,000 , value and importance of our tar- 
families in New York City. Sav-|iffs will again be recognized as 
ings Banks Trust Company pro-|a vital element of our national] 
cessed subscriptions on behalf of! prosperity.” 
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|Loan Agreement Between 


Export-lmport Bank 
And Kingdom of Greece 


Approval of a credit and loan 
agreement*between the Kingdom 
or Greece arf| the Export-Import 
Bank of Washington by its Board 
of Directors was announced on 
Jan. 11 by Wayne C. Taylor, Pres- 
ident of the Export-Import Bank. 
The arrangement provides for a 
line ot credit of $25,000,00U to fi- 
nance the purchase in tne United 
States of specified materials, 
equipment and services for the 
restoration of productive facilities 
in Greece. It is announced that 
while the amount of this loan is 
considerably less than the Greek 
Government feels it will ultimate- 
ly require for reconstruction pur- 
poses, the loan provides the 
means of commencing the most 
urgent reconstruction work. 


“This loan is in conformance 
with the policy of the Bank,’ Mr. 
Taylor said, “to assist in speed- 
ing the reconstruction of the war- 
toin areas by making dollar ex- 
change available for the emerg- 
ency purchase of needed supplies 
and materials in the United States, 
pending the beginning of opera- 
tions by the International Bank 
for Reconstruction and Develop- 
ment Mr. Taylor added: 


“Such action hastens the day 
when such areas can become self- 
supporting without need for out- 
side relief, such as is now being 
dispensed by UNRRA. Assistance 
of ihts type to the liberated coun- 
tries is a prerequisite to a secure 
peace and a first step toward in- 
creasing the normal process oi 
private trade. The war left Greece 
as stripped of the necessities oi 
life as any country in Europe. It 
has been estimated that 450,000 
people starved to death during the 
period of German _ occupation. 
UNRRA supplies are now reach- 
ing Greece and a food subsistence 
level is being maintained. The de- 
struction of railway equipment, 
bridges, cOmmunications, powe1 
facilities, agricultural machinery, 
shipping and the removal of rail- 
way rolling stock was as exten- 
sive as can be found in Europe. 
Serious inflation, stagnant indus- 
try and widespread unemploy- 
ment ensued. 

“Before the war, the economy 
of Greece was in a fairly balanced 
international position. Predomi- 
nantly an agricultural country, 
her principal exports were to- 
bacco, currants, raisins, olives, 
olive oil and figs. The United 
States was her second largest cus- 
tomer. Her largest imports were 
wheat, textiles, iron and _ steel, 
chemicals, machinery, lumber, 
coal, and petroleum products. In 
addition to exports, which cov- 
ered about 65% of her imports, 
Greece was heavily dependent 
upon immigrant remittances and 
income from her merchant ma- 
rine to balance her trade. Imports 
to the United States from Greece 
usually exceeded United States 
exports to Greece, by a consider- 
able margin. 

“The immediate economic prob- 
lem of Greece is to restore her 
agricultural productivity and 
transportation, com munication 
and power systems as rapidly as 
possible,” Mr. Taylor continued. 
“Upon this depends the revival of 
agriculture, industry and _ trade. 
Control of inflation and reduced 
unemployment should follow, pro- 
vided adeguate measures of eco- 
nomic stabilization are under- 
taken by the Greek Government. 
thus leading to the point where 
Greece can once again resume 
normal trade relationships.” 


With relatively unimportant ex- 
ceptions, the proceeds of the loan 
may be used only for purchase in 
the United States of materials, 
equipment and services for the 
restoration of productive facili- 
ties in Greece. 


The use of the loan is restricted 
to certain types of materials and 


}equipment approved or to be ap- 
| proved by the 


Export-Import 
bank. 


Training for Peace Viewed by Butler 
As Important Task of Colleges 


Provision for training essential for the establishment of peaceful 
relations among nations is declared by Dr. Nicholas Murray Butler 
as an important task of colleges and universities. Dr. Butler pre- 
sented his views on the subject in his final annual report as President 
of Columbia University, made public on Jan. 13. 

Dr. Butler became President Emeritus of Columbia on Oct. 1 after 
having been President more than® 
43 years. - academic and administrativé of- 

Dr. Butler expressed the view ficers. 

that “global warfare has made| Dr. Butler said gifts and be- 
plain the fallacy of isolation, quests tc the University during 
which, if followed now, would|the year amounted to $1,380,743. 
clearly lead the people of the He placed the capital resources of 
United States to political, eco-| Columbia and its affiliated insti- 
nomic end social disaster.” “No | tutions at $233,063.835. 

one,” he said, “can be unaware oi 


a 
the vital and immediate need of s H 
international cooperation if civil- | Phila. Land Title Bank 
ization is to reach u higher plane, ' 
or, indeed, is to survive.” The Reports Oper. income 
New York “Times” of Jan. 14, . 
from which the foregoing is taken,!, Land Title Bank & Trust Co., 
further reported: ‘ in 1945 had the largest net oper- 
The President Emeritus told of 2ting income “In many years 
the important part played by Co- While its normal demand ne 
lumbia sc:entists in the develop- @t year-end were the highest in 
ment of the atomic bomb -and' its history, Percy C. Madeira, 
noted that about 25,000 naval of- J¥., President, declared in report 
ficer candidates had been trained Or ad ooabetian Ieadee ieee at 
at the Midshi eon’s Sch é - » 
at the Midshipmen’s School at Co-| 4¢ $699,487, before Federal In- 
Dr. Butler commented upon the come Tax, compared with $614,495 
current educational trend away fo eer se ie ee 
from the elective system, citing bel pre pet rues rte SNnGs, che 
the new.plans of study recently Pa@ance of nev opera mg. com. 
adopted by Princeton and Yale | before Federal Income Tax, was 
Universities, and the recent Har- | ual to $4.06 a share on the 150,- 
vard report. He said the present 900 shares of capital “sry with 
movement toward “a_ carefully ge - 78.080 oh hen oe 
planned program based upon: the pre | ¥ “Aditior the bs ok haat 
fundamental problems of science, fit a Ps $291,023 a ges . 
social science and the humanities” ts $6 5 0 ’ “a total ee t 
had justified the plan worked out Cores ae 9081 510 | ae Fed “i 
at Columbia after World War I. profits S $981,510 be re 87.508 1: 
‘General education and its spe- hag >. The on wart! _— ae 
cial courses affect mainly the first doar — Fe el . 
two years of the college curricu- ee 
lum and lead to the breaking Be oe: pons a nc a ee ee 
down of interdepartmental bar- stim da anaes increased $8,279,000 
riers,” he added. “It still remains partly nor durin 1945 to the record 
for the American college to de- high of $61 Osa 000 Total de sits 
velop an equally satisfactory pro- aanted to $79 476.911 saaidest 
gram, based upon like principles, $75.452,928 as of Dec. 30. 1944. 
edi upper years of college | pota) resources rose to $88,682,101 
Reviewing the history of Colum- “= eeadaire wpertea We i 
bia’s participation in the atomic 750 000 balance in reserve for ad- 
bomb project, Dr. Butler reported dition to common stock or other 
P Pas c : . _— 
that from 1989 until the present corporate purposes and $208,000 
Col ’ bia’s salads ak dl reserve for preferred stock retire- 
dlumbla’s physicists and OF NU- ment were distributed as follows 
ms . tah Petri Pikes oe Poa Ak in connection with the patiegunent 
° ined alance of outstanding pre- 
lems of nuclear fission ‘and the re- Bw ~ late November: $686.34 
lease of atomic energy. He said to surplus; $250,000 to undivided 
the material for the plutonium | profits, and $1,018,656 to valua- 
bomb that was dropped on Naga-| tion reserve against “other real 
saki came from the uranium-| estate.” Latter credit, together 
graphite pile constructed at Han-); with sales made in 1945 reduced 
ford, Wash., which was the direct} net amount of real estate to $902,- 
outcome of work begun at Colum-_ 638 Total asset valuation reserves 
bia in the spring of 1942. set up to meet any future depre- 
“Our Columbia scientists, under ! ejation in assets and which do not 
the necessities of war, did fully : appear in published statements of 
and thoroughly their part in the. pank, amounted to $2,239,809 at 
concepticn and production, in ad-| end of 1945. 
vance of our enemies, of a new Mr. Madeira reported that com- 
Een ee ecliced, | Senna mamuiment: Secwee oe, 
Su : 5 ‘lriv o ments showe 
“Columbia’s pride and satisfaction piste be ona agp 1944 despite 
we ae SS Sia be her Sas continuing lower interest return 
pe i eaaen,! OF eS Hs pores g 84 on ee peepee a 
es Of peace, Cé ay 35. and iscounts, he _ said,» also 
BeSbiem “af how the yocld can oieme. eee ates 
bbiem orid Can | althoug and commitmen 
escape the terror and ruin that |jogns decreased due to decline in 


. o> 4 * ; . ’ _ cal . . . 
eee of atomic bombs can building construction. 
Oring. ————__ ae pan Ore 


The retired President defended . > 
the decision to integrate the fac- Churchill in U. S eden 
Brita-n’s former Prime Minis- 


ulties of dentistry and medicine, 
which has been condemned by |ter. Winston Churchill, with Mrs. 
various crganizations of dentists. | Churchill, arrived at New York 
He said the integration was “most | aboard the Queen Elizabeth, Jan. 
appropriate in view of the close |14, en route to Florida for a six 
relationship of these two major | weeks’ vacation. On Jan. 16, Mr. 
professions.” Churchill was reported by the As- 

Dr. Butler declared that the|sociated Press from Miami Beach 
University’s application for a fre-|as having expressed the hope that 
quency modulation educat*onal the United States would not re- 
broadcasting license, now before | move all its troops from overseas 
the Federal Communications Com- ; “because we are not numerous 
mission. would enable the univer-|enough to handle post-war Eu- 
sity to reach an audience of 16,-|rope alone.” He added: “The 
000,000 persons. armies have to be kept in the field 

The report pointed out that Co-|in order that all the work we have 














lumbia would require “many mil-|done to achieve victory will not 
lions of doliars” in the immediate | be destroyed.” The ex-Premier is 
future for such purposes as the | scheduled, according to report, to 
erection of additional buildings| deliver one address during his 
and the increase of salaries of ‘stay in this country. 
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Items About Banks, 
Trust Companies 








Commander Roy L. Reierson 
has returned to the Bankers Trust 
Company of New. York as an 
Assistant Vice-President. Mr. 
Reierson entered the naval service 


as a Lieutenant, USNR, in June, | 


1942. He became associated with 
the bank in November, 1934. 

Charles W. Farnum, after two 
and a half years’ service as a 
Lieutenant in the Navy, returns to 
Bankers Trust Company as Assis- 
tant Trust Officer. Shortly after 
his graduation from Princeton, 
Mr. Farnum came to Bankers 
Trust in 1931; he went into active 
service in 1943. 

The New York agency of the 
Standard Bank of South Africa, at 
67 Wall Street, announced on Jan. 
18 the reeeipt of advices from its 
head office in London that the 
directors of the bank have ac- 
cepted, with regret, the resigna- 
tions from the board of directors, 
as from Dec. 31, of Robert Ed- 
mund Dickinson and Sir Samuel 
Herbert Wilson, who have served 
the bank for a number of years. 


The annual meeting of the 
stockholders of Guaranty Trust 
Company of New York, presided 
over by Eugene W. Stetson, 
Chairman of the board, was held 
on Jan. 16. The following direc- 
tors, whose terms had expired, 
were unanimously re-elected for a 
term of three years: William B. 
Bell, Charles P. Cooper, Winthrop 
M. Crane, Jr., Stuart M. Crocker, 
Morris W: Kellogg, William (C. 
Potter, Robert T. Stevens and 
Thomas J. Watson. The stock- 
holders voted. approval of an 
amendment to the by-laws, pro- 
viding for indemnification of di- 
rectors, officers and certain other 
persons as authorized by the New 
York laws of 1945. 


At the annual meeting of the 
directors of Guaranty Trust Co. 
on Jan. 16, immediately following 
the meeting of stockholders, W. 
Palen Conway, formerly Vice- 
Chairman of the Executive Com- 
mittee, was elected Chairman of 
the Executive Committee to suc- 
ceed William C. Potter, whose re- 
tirement at his own request had 
been previously announced, to be- 
come effective Jan. 16. Mr. Pot- 
ter will continue as a director and 
a member of the Executive Com- 
mittee and other committees. Mr. 
Conway has been associated with 
the company since 1911 and has 
served on the board of directors 
since 1924. He was appointed an 
Assistant Treasurer in 1913, Treas- 
urer in March, 1916, and in Sep- 
tember the same year was made a 
Vice-President. He was elected 
President of the company on Jan. 
17, 1934, Chairman of the board 
Jan. 15, 1941, and has served as 
Vice-Chairman of the Executive 
Committee since Jan. 19, 1944, 
when he was succeeded as Chair- 
man of the board by Eugene W. 
Stetson. 


Other appointments announced 
were: Edward K. Brass, -for- 
merly credit manager, advanced 
to Vice-President: R. Alton Atkin- 
son and Robert W. Stephens, who 
were Assistant Treasurers, to be 
Second Vice-Presidents. The 
following new appointments were 
also made: Robert H. Blake, As- 
sistant Secretary; Wesley  L. 
Baker, Robert Benjamin and Edith 
Halfpenny, Assistant Trust Offi- 
cers. 

In our issue, Jan. 17, page 292, 
reference was made to the oper- 
ating earnings of the Guaranty 
Trust and the intention of Mr. 
Potter to retire from active duty. 


At the regular meting of the 
board of directors of The National 
City Bank of New York, held on 
Jan. 22, Joseph P. Grace retired 
from the board following 39 years 


‘of active service and at the same 
| meeting his son, J. P. Grace, Jr., 
'was elected a member of the 
| board. In point of years of serv- 
lice Joseph P. Grace, Sr., was the 
oldest member of the board of 
the bank, having been elected a 
director in February, 1907. This 
follows closely his recent retire- 
ment from the Chairmanship of 
W.R. Grace & Co. 

J. P. Grace, Jr., President and 
director of W. R. Grace & Co., 
international trading and shipping 
organization, is the third member 


since the company 
by his grandfather, William R. 
Grace, more than three-quarters 
of a century ago. Following his 
graduation from Yale University 


in 1936, he entered W. R. Grace & 


Co., where he spent several years 
of training in the various depart- 
ments of the organization and 
filled successively a number of 
official positions. As assistant to 
the Vice-President in charge of 
industrial operations, he traveled 
extensively in South America. 
He was elected Secretary of the 
company in 1942, a member of 
the board of directors in 1943, 
Vice-President in May, 1945, and 
President Sept. 13, 1945. Mr. 
Grace is also a member of the 
board of directors of Ingersoll- 
Rand Co., of Stone & Webster and 
of the Northern Insurance Com- 
pany. 

The Pennsylvania Exchange 
Bank of New York, at 8th Ave- 
nue and 26th Street, announces 
that on Dec. 27 William S. Brower 
became associated with the bahk 
as President. 





The Empire Trust Company of 
New York announced today the 
election of Moorhead C. Kennedy, 
Jr., as a Vice-President. Mr. 
Kennedy was formerly a general 
partner of the brokerage form of 
Montgomery, Scott & Company of 
New York and Philadelphia and a 
member of the New York Stock 
Exchange from 1929 to 1941 when 
he was called to active duty in 
the Naval Reserve. During the 
war he served as a Commander 
and was returned to inactive duty 
last November. He will make his 
headquarters in the Fifth Avenue 
office of the bank at 580 Fifth 
Avenue. 

At the annual _ stockholders’ 
meeting of the Chemical Safe De- 
posit Company of New York 
Perey H. Johnston resigned as 
Chairman of the board and di- 
rector and was succeeded in both 
of these posts by Frank K. 
Houston, Chairman of the board 
of the Chemical Bank & Trust 
Company. Miss Frances M. Boos, 
Assistant Secretary and Assistant 
Treasurer of the company, was 
also elected a director. 


Changes in the official staff. of 
the -Chemieal Bank & Trust Co. 
were referred to in our Jan. 10 
and Jan. 17 issues, pages 169 and 
304, respectively. 


E. Chester Gersten, President 
of The Public National Bank and 
Trust Company of New York, has 
announced the election of Jacob 
Bloom and Earl R. Gafford as 
Vice-Presidents. Mr. Bloom, who 
is at the main office, was ad- 
vanced from Assistant Vice-Pres- 
ident and heads the investment 
division. Mr. Gafford has just 
joined the bank and was an offi- 
cial of The Chase National Bank 
of the City of New York, having 
started as an officer in the Equi- 
table Trust Company over 20 
years ago. In his new connection, 
he will be identified with The 
! Public National’s out-of - town 
| business activities. Mr. Gersten 

a'so announced the following ap- 








of his family to hold that position | 
was founded | 








pointments: James A. Patterson, | stockholders’ meeting of the bank {| 701,609.. This latter figure repre- 
on Jan. 8, stated, according to the 
New York “Times,” that “we are 
going into the most intense period | 


i 
j 
j 
i 


Assistarnit Cashier at the main of- 
fice, and James P. Walsh, Assis- 
tant Cashier at the Broadway and 
24th Street office, were elevated 
to Assistant Vice-Presidents. Er- 
nest C. Mattausch of the Broad- 
way office, Harold Rudin of the 
New Business Department and 
Harry G. Hartman, who recently | 
joined the bank and is in the 
Credit Department at the main 
office, were appointed Assistant 
Cashiers. 

Manufacturers Trust Company, 
New York, announces that Com- 
mander Eugene S. Northrop, who 
returned to the bank on Jan. 7, 
1946, after serving in the United 
States Naval Reserve since April, 
1942, has been promoted from | 
Assistant Secretary to Assistant 
Vice-President. Commander Nor- 
throp is a member of the Loan 
Division at the bank’s main office, 
55 Broad Street, New York.| 
Commander Northrop, following 
his graduation from the Univer- 
sity of Pennsylvania in ~ 1927, 
worked until 1931 in the Credit 
Department of the Equitable Trust | 
Co. In 1931, he joined Manufac- 
turers Trust Co. as Assistant 
Branch Loan Supervisor and at 
the time of joining tne navy was 
an Assistant Secretary of the 
bank. 

At the annual meeting of the 
Fulton Trust Company of New 
York, Arthur J. Morris, President, 
reported net earnings for 1945 of | 
$248,200, or $12.41 per share. In 
1944, the net earnings were $202,- 
700, equalling $10.13 per share. | 
Mr. Morris 
statement: 

“Net profits on securities re-| 
deemed and sold were $83,680. | 
That amount is not included in the 
net earnings. $25,000 was applied | 
to mark down the book value of 
our uptown office from $100,000 | 
to $75,000 and the balance was! 
passed to reserves. 

“Our deposits for the year aver- 
aged $37,022,000 as against $31,- 
800,000 the previous year. The 
high point for the year was $44,- 
500,000. On Dec. 31 the deposits 
were $38,600,000. At the deposit 
peak the War Loan deposit was 
$16,178,000 and that account at the 
year-end had a balance of $8,- 
740,000. 

“In the Seventh War Loan drive 
and in the Victory Loan drive, 
our customers subscribed through 
us to the various issues offered 
a total of $32,170,000. In the! 
seven War Loan drives beginning | 
in 1942 and including the Victory 
Loan drive, our customers through 
us subscribed to a total of $98,- | 
100,000. 

“In our portfolio, our invest- | 
ment in Government securities at 
the end of the year totaled $32,-. 
660,000. These bonds have a ma- 
turiey to the first call date as 
follows: 44.9% within one year, 
31.1% from one to five years, 
20% from five to 10 years and 4% 
over 10 years. The average ma- 
turity is 3% years. 

“Our investment in Govern-| 
ment securities is 74% of our| 
total resources. The average in- | 
come rate on Governments is) 
1.43%. The average income rate 
on all assets is 1.26%.” 


At a meeting of the board of | 
directors of Fulton Trust Com- |} 
pany of New York, Chester Math- | 
iegson was appointed Assistant | 
Secretary. | 


issued the following | 








} 


The board of directors of the} 
Grace National Bank re-elected | 
all officers for the coming year, it 


| Dewey’s report. 


| ations for the 
|; amounted to $656,167, as compared 
| with $536,226 in 1944; net income 
| from all operations after tax de- 


ithe Clinton 


| nual 


of business activity we have ever 
seen,” qualifying his 
strike business is over.” From 
the “Times” we also quote: 


“We received our share of the! 


substantial increase in bank de- 
posits due to war financing,’ Mr. 
Dewey said, “but our greatest in- 
crease in deposits percentagewise 
came from Latin America, where 
our neighbors have been building 
up huge accumulations of gold and 
dollar exchange against the day 


| when we can ship them the ma- 


chinery and merchandise 


want.” 

The year 1945 established for 
the bank new high records in re- 
sources, volume of activity and 
operating profits, according to Mr. 
He said deposits 
would decline because war loan 
deposits aggregating $22,869,816 
“will not be replenished,” but pre- 
dicted that about $10,000,000 in 
new deposits of commercial origin 
would come into the bank in their 
stead. 

Net income from banking oper- 
year before taxes 


they 


deductions was $455,929, or $16.58 
a share, as against $376,798 last 
year. 


Edward W. Smith, President of 
Trust Company of 
reported at the an- 
meeting of stockholders on 
Jan. 16 that during 1945 the bank’s 
deposits increased to $26,828,736, 
a gain of 33.1% and that total re- 
sources are now in excess of $28,- 
000,000. “In view of this grow- 
ing business,” said Mr. Smith, “we 
strengthened our capital by ad- 
ding $45,000.to surplus.” Follow- 
ing the stockholders’ meeting, di- 
rectors voted to add a further 
$100,000 to capital and $100,000 to 
surplus, making a total of $400,- 


New York, 


'000 in capital funds added in the 
| past two years. 


Mr. Smith stated 
that the net operating income of 
the bank in 1945 was $99,381, 
equal to $7.09 per share. This did 


, not include profits on the sale of 


securities, amounting to $3.89 per 
share, which were transferred to 
reserves. During the year the 
bank increased its holdings of 
U. S. Government bonds by $4,- 
141,861 to a total of $14,304,339. 
The stockholders of the Clinton 


| Trust at their annual meeting re- 


elected the following directors to 
a new term expiring in January, 


| 1949: John F. Creamer, Joseph F. 


Higgins, Henry H. Mandle and 


Edward W. Smith. 


The New York Trust Co. an- 
nounced in its statement of con- 
dition as of Dec. 31, 1945, that 
total deposits were $881,263,465, 
against $738,248,758 a year ago, 
and total resources for the same 
two periods respectively were 
$95 1,445,924 and $802,716,500. 
Cash on hand and due from banks 
at the end of 1945 was $239,235,- 
257, against $143,427,204 on Dec. 
31, 1944; holdings of U. S. Gov- 
ernment obligations at the latter 
date were shown at $455,939,526, 
compared with $438,608,355, and 
loans and discounts amounted to 
$233,991,371, against $196,120,056 
at the end of 1944. Surplus and 


undivided profits advanced this | 
year to $35,000,000 and $9,895,343, | 


respectively, compared with $30,- 
000.000 and $8,237,381 a year ago, 
while capital remained unchanged 


prediction | 
only with the remark “when this | 


sents an increase in deposits of 
$30,782,838 during 1945, compared 
to $22,715,337 in 1944. At the 
close of 1945, the number of de- 
positors totaled 190,649, or 2,522 
more than in 1944. Net earnings, 
|available for surplus and _ re- 
iserves, amounted to $5,518,261 
after dividends were paid, the 
highest annual figure in _ the 
bank’s history. The surplus fund 
and undivided profits were in- 
creased $1,250,000 to $24,633,244 
‘and a balance of $4,268,261 was 
used to increase reserves. During 
1945, more than $29,000,000 in war 
bonds and stamps were purchased 
through Central Savings Bank.” 


At a meeting of the board of 
trustees of Central Savings Bank 
of New York on Jan. 14, Franklin 
H. Thomas and John P. Freeman 
were elected Assistant Vice-Pres- 
|idents. Mr. Thomas was formerly 
Investment Advisor and Mr. Free- 
man was Manager of the Real Es- 
tate and Mortgage Departments. 


Sterling National Bank & Trust 
Company of New York announces 
that George J. Klein, formerly 
| Auditor of the bank, has been 
named an Assistant Comptroller, 
and that Sergeant Clifford J. 
Sinton, who recently returned to 
the bank after serving with the 
army overseas for three years, has 
been named Auditor. 





Robert A. Barnet, President of 
Irving Savings Bank of New York, 
has announced the election of 
Theodore H. Lohmann as Assis- 
tant Secretary. Mr. Lohmann has 
been with Irving Savings since 
1926 and has had rounded expe- 
rience in many departments. He 
has been Chief Clerk of the bank 
for the past year. 





John T. Madden, President of 
the Emigrant Industrial Savings 
Bank of New York, announced 
on Jan. 15 that Lawrence J. 
O’Connell has been appointed 
Assistant Branch Manager. 


The National Bronx Bank of 
New York hgs announced that 
Alfred Koch, formerly associated 
with the Bronx Borough Bank, 
has been elected a Vice-President 
to take charge of its Freeman 
Street branch; Frank W. Fitzpat- 
rick has been advanced to Assis- 
tant Cashier and assigned as man- 
ager of the Van Nest branch, and, 
in addition, George Allison, Jr., 
has been made Assistant Cashier 
to head the Personal and Install- 
ment Loan Department of the 
bank. 


Walter H. Fincke has been 
elected Assistant Vice-President 
of Savings Banks Trust Company, 
of New York it is announced by 
August Ihlefeld, President. Mr. 
Fincke joined the Investment In- 
formation Department of the 
Trust Company in 1934 and repre- 
sented it in various railroad reor- 
ganizations. He is a member of 
the New York Society of Security 
Analysts. 

At the annual organization 
meeting of the board of trustees 
of Brooklyn Trust Company of 
Brooklyn, N. Y., on Jan. 17, 
Thurlow Burgmyer was elected a 
Vice-President of the company 
and Everett M. Clark, William J. 
Elster, Charles J. Mason, Frank G- 
Nash, Edwin D. Roulston, Daniel 
Schmeidler and Frederick H.- 
Viemeister were appointed Assis- 
tant Vice-Presidents. Mr. Burg- 
myer was first employed by the 
Bank of Coney Island in Novem- 





was announced on Jan. 9 by Ches- | for the past 12 months at $15,-| ber, 1917, and became an employe 


ter R. Dewey, President. The | 
board also announced the election | 
of K. C. Lauter as Vice-President. | 
Mr. Lauter, a graduate of Cornell | 


000,000. 


At a meeting of the board of 
trustees of Central Savings Bank 


|of Brooklyn Trust Company 
| through a merger with the Bank 
| of Coney Island in 1928, at which 
| time he was manager of the Sea 


University, Class of 1920, was for- | of New York on Jan. 14, James T. | Gate office. He was appointed an 
merly connected with the Irving | Lee, President, made the follow-| Assistant Secretary in 1929 and 
Trust Company. He was recently | ing comments on the bank’s an-| placed in charge of the company’s 


released from the Army where he | 
served during the war in the War | 
Department in the New 


nual report: _ 
“Judged by increase in amount 


| Avenue J office. In April, 1933. 
;he became Regional Officer in 


York | of deposits and number of depos-/| charge of the company’s branch 


Ordnance District and later with! itors, 1945 has been the best year | offices in the Central Brooklyn 


the Office of Strategic: Services | 
in Africa. i 
President Dewey, at the annual 


in the bank’s 86-year-old history. 


Resources for 1945 totaled $269,- | 
780,395 and deposits rose to $244,- cer of branches in all regions. 


region, and in December, 1938, 
was appointed Supervising Offi- 
He 
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served as Chairman of Selective The appointment of Don Blair, 
Service Board No. 141 during| travel authority, as manager of 
World War II. the travel department of The 
Mr. Clark has been on the staff! Pniladelphia National” Bank of 
of the company since 1941 and was’ Philadelphia, Pa., is announced. 
appointed an Assistant Secretary | Coincident with Mr. Blair’s ap- 
in charge of customer relations in| pointment, the bank, which main- 
1943. Mr. Elster was employed by | tained a travel department for 
the Mechanics Bank in 1915 and|more than 30 years, has ex- 
was appointed an Assistant Secre- | panded its facilities in order to 
tary of Brooklyn Trust Company | offer the public a fully compre- 
upon completion of a merger with | hensive service in the travel field. 
the Mechanics Bank in 1929. Mr.' Mr. Blair, recently manager of the 
Mason was employed by the com- | Philadelphia. office of Thomas 
pany in March, 1939, and in May,| Cook and Son, Inc., originally 
1939, he was appointed an Assis- | joined the international travel 
tant Secretary in charge of the agency in 1919 after his dis- 
company’s Manhattan office, an 
assignment which he now holds.! lowing World War I. An exten- 
Prior to his connection with! sive traveler himself. he has 
Brooklyn Trust Company he had! managed Cook’s offices in Mont- 
been an Assistant Treasurer of} real, Vancouver. B. C.. Portland. 
‘tthe New York Trust Company for | Ore., St. Louis and Chicago. The 
several years and later he was/|bank’s travel department is lo- 
cconnected with White, Weld & Co.| cated at the main office. 1416 
Mr. Nash was employed by the! Chestnut Street. 
‘company in 1924 as a clerk at its a ssatiineate 
main office. In 1930 he was ap- The Board of Directors of the 
pointed Manager of its Schermer-| Union National Bank of Pitts- 
ee Do: a gpd ee ee burgh announces the following 
 ingg AE ari ‘aan first presi tact executive changes as of Jan. 10: 
by the Mechanics Bank in 1905.| ; Lloyd W. Smith retires as Pres- 
y sx mn i3V9./ ident and becomes Chairman of 
After the merger of that institu- | aautigls SRI 
ti > el aa, the board; Charles L. McCune re- 
ion with Brooklyn Trust Com- tires as Chairma : a 
p+: <b ; tr S é rhe an of the board 
pany in 1929, he became Assistant | and succeeds Lloyd W. Smith as 
Manager of its Fifth Avenue! pyocident- RL >. See 
: A. sgh - ; ; esident; R. H. Beatty becomes 
(Brooklyn) office and in 1930 was Vice-President: Nin dt apse 
es ger a sident; Howard T. Hardie 
appointed Manager of that office. succeeds Mr. Beatty as Cashier: 
In 1941, he was appointed an As- 4 N S} : 4. mee hd we Cor ome 
sistant Secretary. Mr. Schmeid-|—",°;° sae Urts ‘VE oe 
ler was employed by the State and E. J. Uptegraff become As- 
, ha ‘ ma : : sistant Vice-Presidents; William 
Bank of Richmond County in 1920 J ges per ae .r 
and in January, 1930, as a result |<" Steen and Norman Nedde be- 
of a merger, he became an Assis- | €O™© Assistant Cashiers; H. F. 
tant Secretary of Brooklyn Trust Simmons was appointed Auditor. 
Company and remained at its ee 
Port Richmond (Staten Island) John H. Trueheart, formerly 
office for several years. Mr. Vie-| special agent in Louisville with 
meister was first employed by the! the Fidelity and Deposit Com- 
Bank of Coney Island in 1919 and | pany of Maryland and the Amer- 
became Assistant Manager of the| ica Bonding Company of Balti- 
Coney Island office of Brooklyn! more, has been appointed special 
Trust Company in 1928 as a result | agent in Memphis following his 
of a merger. He was later ap-| recent release from the Army 
pointed Manager of that office| after more than four years of 
and in 1929 was appointed an, service. 
Assistant Secretary. pean theatre with the 33d Ar- 
yaa mored Regiment and was wounded 
At a meeting of the directors! during the’ campaign in ‘Nor- 
of Hamilton Federal Savings and| mandy. At the time of his dis- 
Loan Association of Brooklyn,! charge he held the rank of Cap- 
James V. Mahoney was elected | tain. 
President. Mr. Mahoney was for-| James M. Grant and Charles 
merly Secretary of the bank. | McNamara have been reappointed 
Salvator J. Phillips, former Vice-| Manager and Assistant Manager, 
President, became First Vice- | respectively, of the Burglary De- 
President; Arthur H, Larson,| partment in New York, following 
former Treasurer, was made Sec-| their release from the Navy. 
ond Vice-President; Thomas Abi-| Raiph B. Chamberlin has been re- 
nanti was elected Secretary and | appointed special agent in Cin- 
Treasurer and Gerard R. Orsi was | ¢innati. He was recently released 
re-elected Assistant Secretary.| from the Navy with the rank of 
John Barnes, former President of | Lieutenant (j. g.). Lawrence E. 
the bank, has become Chairman} Wesner, formerly underwriter in 
of the board of directors. the Gederal Fidelity Division, has 
‘ been appointed special agent in 


At a meeting of the board of | Philadelphia. Released from the 
directors of the State Street Trust; Army with the rank of Captain, 


Company of Boston on Jan. 21,| wr Wesner had served for four 
Sheridan J. Thorup of Wellesley | years in this country and abroad. 
Hills, Mass., was promoted to! William B. Strobridge, who served 
Vice-President. Mr. Thorup has| for four years with the U. S. Air 
been an Assistant Vice-President | Forces, has been reappointed spe- 
in the Trust Department since the | cial agent in Boston. 
merger of the Union Trust Com- | rank of Captain at the time of his 
pany, Boston, with the State Street | qischarge. Paul S. Wise and G. 
Trust Company in July, 1936. | Robert Freaner have been re- 
ed , | appointed special agents in Cleve- 

Douglas W. Morgan, President} jand. Both were recently released 
of the Palisades Trust and Guar- | from the Army after three years 
anty Company of Englewood,N.J.,| of service. Carlton D. Roe, re- 
has announced the change in/ cently released from the Army 


name of the bank to Palisades| with’ the rank of Captain after 
Trust Company. 
| 


more than three years of service 











: William H. Barwig, George E. 
jarrison. Frank T. Howard, Ste-| Underwriter in Boston. Prior to 
phen E. McLoughlin, Jr., Harold J.| joining the service he was Auditor 
Saxon and Harold Strange, for-! jy that branch. 

merly Assistant Trust Officers of 
the Land Title Bank and Trust 
Company, Philadelphia, have been 
named Trust Officers, it was an- 
nounced on Jan. 7 by Percy C. | 
Madeira, Jr., President. 





At the board meeting, following 


ote | ment Officer, was elected an As- 

Wi” Radek’ of” Bivectare of The | sistant Vice-President: H. T. Gales 
Real Estate Trust Company of 
Philadelphia elected Edwin M.| 
Clark on Jan. 17 as a member of | Collections Department, and L. R. 


the board of directors. Mr. Clark | pane aH pee ee De- 
: tam Deiat partment; S. . Thomasy, Assis- 
is’ Vice-President ~ the Bell | tant Manager, E. 185-Pawnee 
Telephone Company of Pennsyl- | branch; H. B. Dodge, Assis- 


vania. ‘ (Continued on page 460) 


charge from the British Army fol- | 


He served in the Euro- | 


He held the | 


'in the Transportation Corps, has | 
| been appointed Assistant Judicial | 


the stockholders’ meeting of The | 
Gleveland Trust Company, Jan. 16, | 
M. F. Brightwell, Trust Invest- | 


and S. R. Cummings were named | 
Assistant Counsel; R. C. Hagans | 
was designated Manager of the | 


Hillman Congratulates 
Truman on Proposed 
Lahor Program 


A message congratulating him 
on his Congressional labor pro- 
| gram and his efforts to avert the 
nation-wide steel strike was sent 
to «ciesiaent ‘lruman on Jan. 21 
by Sidney Hillman, in his ¢ca- 
pacity as Chairman of the Politi- 
| cal Action Committee of the Con- 
gress of Industrial Organization. 
Assurances were contained in the 
message that the President could 
/count on the “fullest support” of 
CIO-PAC, it was noted in the 
New York “Times” of Jan. 22. Its 
tone contrasted with the bitter- 
ness of the attack made upon the 
President six weeks ago by Philip 
Murray, national CIO President. 
after Mr. Truman had proposed 
the enactment by Congress of a 
bill to establish fact-finding com- 
mittees to assist in the settlement 
of industrial disputes. The 
“Times” also had the following to 
say: 

Mr. Murray’s speech, in which 
he accused the President of seek- 


ing to “weaken and ultimately 
destroy labor union  organiza- 
| tions,’ led to reports of an irre- 


concilable breach between Mr. 
Truman and his former political 
supporters in the CIO. These re- 
ports were strengthened by sub- 
sequent denunciations of the 
President made by other CIO 
leaders. Mr. Hillman took no part 
in these criticisms. 

| In his message to the President, 
| Mr. Hillman, who is President of 
| the Amalgamated Cothing Work- 
|ers of America, as well as Chair- 
|man of CIO-PAC, said: 

“On behalf of CIO-PAC, I wish 
| to express our deep appreciation 
| of the firm stand you have taken 
in favor of wage increases to pro- 
tect American workers against a 
drastic decline in living standards 
jand to maintain the national pur- 
(chasing power essential to a 
‘healthy economy. 
| “We are particularly apprecia- 
| tive of your patient and construc- 
‘tive effort to effect a settlement 
of the pending steel controversy. 
The refusal of the steel companies 
to accept your eminently fair and 
reasonable proposal fully dem- 
onstrates that they are placing 
their own selfish interests ahead 
|of the national welfare. 

“Be assured that you.have our 
fullest support in the stand you 
have taken, as well as that of the 
great majority of the American 
people.” 

Associates of Mr. Hillman de- 
clined to say whether he had 
talked with Mr. Murray before 
dispatching his message. Under 
normal circumstances the mes- 
sage would have been sent by 
| telegraph, but it was sent by spe- 
cial delivery mail instead because 
of the current strike of CIO 
members employed by the West- 
ern Union Telegraph Company in 
this city. 


Chicago Fed. Home Loan 
Bank Pays Dividend 

The Federal. Home Loan Bank 
of Chicago, paid on Jan. 14, a 
semi-annual dividend at the rate 
of 142% per annum on the stock 
, owned by its 458 member savings, 
| building and loan associations in 











| Illinois and Wisconsin and on that 
owned by the Reconstruction Fi- 
nance Corporation. A. R. Gardner, 
| President, says that this continues 


| the same rate of dividend paid for 
the semi-annual period preceding. 
|A total of $163,020 is being dis- 
| tributed,’it is announced, of which 
| the member home lending insti- 
| tutions will receive $56,716 and 
the RFC will get 106,304. 





Bierwirth of New York Trust Defends 
Term Loans as Investment for Banks 


Term loans were defended on Jan. 9 by John E. Bierwirth, Presi- 


| dent of the New York Trust Co., as a logical form of investment for 


banks. In indicating this on Jan. 10, the “Wall Street Journal” stated 
that Mr. Bierwirth declared that commercial banks must make them 
if they are to do a good job for industry. 


Addressing the annual meeting of stockholders. the paper from 
which we quote added that M:.® 
Bierwirth said term loans are a| banking quarters and, for equip- 
lot safer than many of the indus- | ment, the normal replacement of 
trial. bonds banks bought in the| which was not possible during 
twenties. The way term loans are | the war years. 
set up, the bank official con- | 


tinued, “we think they will prove | the amount of net operating in- 
very good bank assets. |come added to Undivided Profits 
In presenting to the stockhold- | for the year 1945 was $2,441,788, 
ers the results of the operations|an inerease of $326,205 over the 
of the company for 1945 Mr. | year 1944. 
Bierwirth said in part: | In accordance with the direc-- 
Gross operating income of |tions of the Board of Trustees, 
$12,241,137 shows an increase of |the sum of $5,000,000 was trans- 
$1,371,902 over 1844. Net oper- | ferred on June 5, 1945 from Un- 
ating income for 1945 amounted | divided Profits to Surplus and at 
to $4,766,788, an increase of $551,- | the year end $3,601,968 was trans— 
205. The 1945 provision for! ferred from General Reserve to 
taxes, amounting to $2,558,000,| Undivided Profits. The capital 
represents the taxes accrued and | funds of the Company on Dec. 31, 
payable for the year, exclusive of | 1945 amounted to $59,895,343, the 
accruals in respect of net profits | highest in the Company’s history, 
on investment securities. It is ex- | and show an increase of $6,657,- 
pected that the amounts so ac-|961 over Dec. 31, 1944. 
crued and unpaid at the end of 
the year will be required to fully 
discharge the Company’s tax lia- 
bility for the year 1945. The in- 
crease in the other items of ex- 
pense is due for the most part to 
an increase in the aggregate pay- 
ments as compensation to em- 
ployees and the inclusion of cer- 
tain items in expenses’ which 





After provision for dividends 


Gross deposits as of Dec. 31, 
1945, inclusive of United States 
Government deposits, aggregated 
$881,263,465, which is an increase 
lof $143,014,707 over the total 
shown at the end of the previous 
year. United States Government 
deposits amounted to $177,231,- 
056, a decrease of $4,300,583 from 
. | the total shown at the end of 1944. 
heretofore have been charged di- | Official and certified checks out- 
rectly to Undivided Profits. standing show an increase of $99,- 

Net profits realized from secur- | 948.824 and other deposits an in- 
ity transactions and_ recoveries | crease of $47,466,466. 
were transferred to Genera] Re- Reference to Mr. Bierwirth’s 


serve against which a charge of |, Y appeared in 
$450,000 was made to create a | TEROEE of a year ago app 


specific reserve for anticipated |Our Issue of Jan. 18, 1945, page 
expenditures for modernization of | 291. 





Woll Calls Stalin’s Program “Diplomatic 
Aggression” —Urges Govt. Stop “Appeasing” 


The Administration was called upon on Jan. 16 by Matthew Wolt 
to stop “appeasing” Soviet Russia, advised labor not to depend on 
Government or political parties to win its battles and proposed that 
further labor-management conferences be held to extend the scope 
of “industrial cooperation, mutual trust and good-will.” As Vice- 
President of the American Federation of Labor Mr. Woll, according 
to the New York “Times,” in his® 
annual message to the members of | American labor. 
his own union, the International | please copy.” 
Photoengravers Union, recom- He characterized the labor-man-- 
mended that the United States set | agement conference recently held 
forth its international policies | in- Washington under the auspices 
with complete frankness. and can-|of President Truman as “a step 
dor. He described Premier Joseph | forward” in that it had given both 
Stalin’s foreign program as “dip-| sides a better understanding 0% 
lomatic aggression” and declared | their mutual problems. 
that any efforts at appeasement) Jn advocating that further joint 
would be as unsuccessful as the | conferences be held, he said: 
attempt to appease Adolf Hitler “Much remains to be done and 
at Munich. the road that has to be traveled 

The account may be difficult at times. But 
went on to say: eT employers who stand in the way 

The same prescription should of this cooperation, who promote 
apply to our relations with Great | anti_jabor legislation and fan the 
Britain, the Netherlands and all fires of class conflict, are as dan- 
other foreign Governments, the gerous to the American system as 
AFL leader said. the most subversive Communist 

“Even in politics no one has yet| now secretly plotting to take over 
succeeded in finding an adequate | our industry and Government.” 
substitute for honesty,’ he ob- 
served. 

The end of the war has dis- 
pelled the hope of some labor 
leaders that they could look upon 
the Federal Government as “a sort 
of fairy godmother” who would 





CIO publications 


in the “Times” 


S$ $$$ 

Magna Charta to England 
The copy of Magna Charta 
which was brought to this coun- 
try for exhibition at the New 
York World’s Fair was vsemey: a 
i iz-- 
protect them from the harsh facts ro oe pray A» sod at 4 
of life, Mr. Woll said. England. Considered the best of 
“The political honeymoon, for | the four copies made of the char- 
labor is now definitely over,” he|ter at the time of its signing at 
declared. “From here out victory | Runnymede in 1215, the parch- 
will go to those unions which did|ment has been in the Con- 
not barter their trade union birth- gressional Library in Washington 
right. And among these, as any | since its removal from Fort Knox, 
intelligent trade unionst knows, | Ky. where it had been placed for 
are the unions of the American | safekeeping while there was any 
Federation of Labor. threat of air attack. It was noted 
“Labor’s strength lies in its own |in the New York “Times” of Jan. 
organizations, in its own member-|18 that upon its arrival in Eng- 
ship, in its institutions, its press, land the historic document wilt 
and in its tried and trusted leader- | be returned to Lincoln Cathedral, 
ship. The AFL has consistently | its abiding place. Two of the other 
adhered to this philosophy. It is copies are in the British Museum, 
the only safe and sound policy for the fourth in Salisbury Cathedral. 








THE COM 


« 


MERCIAL & FINANCIAL CHRONICLE 


Thursday, January 24, 








Text of Truman’s Mes 


The 
ight tnrougn iou! 
the rifth Quarier! Report of tne ‘ ) i | n eifort that 
virector of War Mobilization and w. u ational in character. 

: com! en ecriast , tribure and grati- 


(Continued from tiirst page) em. 


sa7ith 
I am aidv Palisiti i + preicwitil 


NReconversio! It 
' nericans 
Ve Sion 


did 


Ui 
who not 


never 


ot the reconversion 


late } ymg-rang ( ec D < who will 
on = 330,000 who died 
Nation might live and pro- 

All Americans will also re- 
1ain deeply conscious of the obli- 
p of government in gation owed to that larger number 
tion to the Nation's needs. »f soldiers, sailors, and 

With the growing who suffered wounds and sickness 
government to 
economic expansion and 
conditions that assure 
and steady employment oppor- 
tunities, it has become necessary 
to formulate and determine the 


ol tne immea 


needs ana recom 
This constitutes 
eport as I 
now. 


ae ere 
picre a 

“ 14 
to prepal at 
ogram rela- 


responsibility 
fostel 


ot modern . 
secritice will 


their 


pro- iin UN tneil 
full| be forgotten 
neglected. 

ine beginning of the year 1946 
| finds the United States strong and 
Government program in the light | dcservedly confident. We have a 
of national economic conditions as | record of enormous achievements 
a whole. In both the executive| is a democratic society In solving 
and the legislative branches we| problems and meeting opportuni- 
must meke arrangements which | ties as they developed. We iind 
will permit us to formulate the ourselves possessed -f immeasur- 
Government program in_ that) able advantages-—vast and varied 
light. Such an approach has be- natural resources; great plants, 
come imperative if the American | :nstitutions. and other facilities; 
political and economic system is unsurpassed technological and 


to 


or needs | 
more 


come | 
that | 


marines | 
| to devel 
in their service. They may be cer- | 
never | 


| be carried on as Cc: 
hensively as 
irity measures. 
iportant thut the natio! 
together as States in the As 
ind in the Security Coun 
li 


Wm) 


refully and 
ine 


com 


politica 


li ana 
assemblies a 
and 
rat 
y 
9Cess 
i11se. 


the other specialized 
nd councils that nave 
will be arranged. But 
enough. Our ultimate 
requires more than 


consultation com- 


Weel) 
Lnis ] 

S¢ -urit 
p 
pi 


Lt 


a 
of and 
requires that we 
n the United Na 
ganization as the representative of 
the world one society. 
United Wations Organization, 
we have the will adequately 
staif it and to make it work 
should, will prov:ide a great 
to speak constantly and respen- 
sibly in terms of werld collabora- 
tion and world weli-being 

There are maiy new responsi- 
bilities for us as we enter 
this new international era. The 
whole power and will and wisdom 
of our Government and -ef our 


now 


ons 


as 


if 


as 


sage on State of Union and 


Or- | 


LO | 
IT | 


voice | 


time responsibliities. Und 


co — 


ive pargaining system 


pecome progressively 


por attains increas- 


is ec 
¢ i? 
ti Gali 
ipl! 


i veterans 


1 be greatly 
success or failure 
syram of war liquidation 
Their transition 
pursuits will t 
efforts to bre: 
in key items 


Of 


reconversion. 


to peacetime we ade- 
ik 
of 


te: mined 


{ our 
tne 


DY 


pottlenecks 


production, to make surplus prop- 
The 


+. 


ervcy imivi 


ediately available where 
needed, to maintain an eff 
tive national employment service, 
and many other reconversion po!- 
icies. Our obligations to the peo- 


lt is 


| ple who won the war will not be 


paid if we fail to prevent infla- 


| tion and to maintain employment 


into | 


people should be tocused to con- | 
tribute to and to influence inter- | 





to succeed under the conditions of | managerial skills; an alert, re- 
economic instability and uncer- | sourceful, and able citizenry. We! 
tainty which we have to face. The | nave in the United States Govern- 
Government needs to assure busi- | ment rich resources in informa- | 
ness, labor, and agriculture that) tion, perspective, and facilities tor 
Governinent policies will take due | doing whatever may be found 
account of the requirements of aj} necessary to do in giving support | 
full employment economy. The| and iorm to the widespread and 
lack of that assurance would. 1) diversified efforts of all our peo-| 
believe, aggravate the economic | ple. , 
instability. | And tor the immediate future | 

With the passage of a full em- the business prospects are gener- | 
ployment bill which I confidently | ally so favorable that there is| 
anticipate for the very near future, | danger of such feverish and op- 
the executive and legislative) portunistic activity that our grave 
branches of government will be 


|postwar problems may _ be 
empowered to devote their best! 
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talents and resources in subse-| with full regard for pitfalls; we! 
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ing on such a program. i balance. We should not be lulled 
yy the immediate alluring pros- 
I. From War to Peace—The | »vecis into forgetting the funda- | 
Year of Decision | mental complexity of modern af- 
e = oat fairs, the catastrophe that can 
Jn his tast Message on tne State come in this complexity, or the 
of ithe Union. cleliveret o~~ "ear! vaiues that can be wrested from 
ago. President Roosevelt said: it 
_ This new year of 1945 can be But the long-range difficulties 
tne greatest year of achieve-| we face should no more lead’ to 
ment in human history. ‘despair than our immediate busi- 
1945 can see the final ending | ness prospects should lead to the 
of the Nazi-Fascist reign of ter-| optimism which comes from the 
ror in Europe. , : | present short-range prospect. On 
1945 can see the closing in Of | the foundation of our victory we 
the forces of retribution about | ¢ build a lasting peace, “with 
the center of the malignant) greater freedom and security for 
power of imperialistic Japan. mankind in our country ard 
Most important of all—1945/ throughout the world. We will 
ean and must see the substantial | more certainly do this if we are 
beginning of the organization of | constantly aware of the fact that 
world peace. we face crucial issues and prepare 
All those hopes, and more, were! now to meet them. 
fulfilled in the year 1945. It was 
the greatest year of achievement 
in human history. It saw the end | 2!id caution in steering our way 
of the Nazi-Fascist terror in Eu-|0on an uncharted course. But we 
:9pe, and also the end of the} have no luxury of choice. We must 
alignant power of Japan. And |'move ahead. No return to the 
saw the substantial beginning | 9@-t is nossible. 
worid organization for peace.| Our Nation has always been a 
ese momentous events became} land of great opportunities for 
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national: action. It is 
continuing business. Many con- 
cessions and adjustments will be 
required 

The spectacular 
in recent 
necessities 


progress of 
years makes 


these more vivid and 


, urgent. That progress has speeded 


iniernal development and_ has 
changed world relationships so 
fast that we must realize the fact 
of a new era. It is an era in which 
affairs have become complex and 
ricn in promise. Delicate and in- 
tricate relationships, involving us 
ali in countless ways, must be 
carelully considered. 

On the domestic scene, as well 
as on the international scene. we 


intricate, | 


| 
| 
| 





must lay a new and better founda- | 


tion for cooperation. We face a 
great peacetime venture; the chal- 
lenging venture of a free enter- 
prise economy making full and 
effective use of its rich resources 
and technical advances. This is a 
venture in which business, agri- 
cuiture, and labor have _ vastly 
greater cpportunities than here- 
tofore. But they all also have 
vastly greater responsibilities. We 
will not measure up to those re- 
sponsibilities by the simple return 
to “normalcy” that was tried after 
the last war. 

The general objective, on the 
contrary. is to move forward to 
find the way in time of peace to 
the full utilization and develop- 
ment of our physical and human 
resources that were demonstrated 
so elfectively in the war. 


, To accomplish this, it is not in- 


tended that the Federal Govern- 
ment should do things that can be 
done as well for the Nation by 
| private enterprise, or by State and 
|local governments. On the con- 
trary, the war has demonstrated 
| ho vy effectively we can organize 
|}our productive system and dcde- 
| velop the potential abilities of our 
peuple aiding the efforts of 
ite enterprise. 
AS We toward 
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tion. Business is public 
j}and must adhere to national stand- 
'ards in the conduct of its ‘affairs. 
These standards include as a min- 
imum the establishment of fair 
wages and fair employment prac- 
tices. 
Labor 


reward for efficiency. 
usiness must recognize 
y ward rae rlic 
IC Wait resuits 
Ty é na- 


a 


also has its own 


new 
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trust | 


opportunities. 
While our peacetime prosperity 
will be based on the private enter- 


prise system, Government can and | 


must assist in many ways. It is 
the Governments responsibility 
to see that our economic system 
remains competitive, that new 
businesses have adequate oppor- 
are restored and im- 
proved. 
the etfect of its operations on the 
whole economy. It is the respon- 
sibility of Government to gear its 
total program to the achievement 
of tull production and full em- 
ployment. 

Our basic objective — toward 
which all others lead—is to 
prove tne welfare of the Ameri- 
can people. In addition to eco- 
nomic prosperity, this means that 
we need social security in the full- 
est sense of the term; the people 
must be protected from the fear 


of want during old age, sickness, | 


and unemployment. Opportuni- 
ties for a good education and ade- 
quate medical eare must be gen- 
erally available. Every family 
should have a decent home. 
new economic bill of 


rights to 


which I have referred on previous | 


oceasions is a charter of economic 
freedom which seeks to assure 
that all who will may work to- 
ward their own security and the 
general udvancement;: that we be- 
come a well-housed people, a 
well-nourished people, an edu- 
cated people, a people socially and 
economically secure. an alert and 
responsible people. 

These and other problems which 
may face us can be met by 
ing a positive and well-balanced 
Government program—a program 
which will further national and 
international well-being. 


Il. The Federal Program 


International Affairs 
1. Foreign Policy 
ihe year 1945 brought with it 
the final defeat of our enemies. 
There lies before us now the work 
just enduring 


rx 


building a and 
peace. 

Our most immediate to- 
ward that end is to deprive our 
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their power to start anot 
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stone to the struciure. 
Early in 1945, at Yaita, 
three major powers broadened 
and solidified this base of under- 
standing. There fundamental de- 
cisions were reached concerning 
the occupation and control of 
Germany. There also a formula 
Was arrived at for the 
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ali 
xchange views primarily 
pect to Germany. As a result, 
were reached which 
uthined broadly the policy be 
executed by Allied Control 
Council. At Potsdam there was 
aiso established a Council of For- 
eign Ministers which convened ‘or 
the first time in London in Sep- 
ternber. The Council is about to 
resume its primary assignment of 
drawing up treaties of peace with 
Italy, Rumania, Bulgaria, Hun- 
gary, and Finland. 
'n addition to these meetings, 
and in accordance with the agree- 
ment at Yalta, the Foreign Min- 
isters of Great Britain, the Soviet 
Union, and the United States con- 


agreements 
Lo 


the 


| ferred together in San Francisco 
tunities, and that our national re- | 
/ sources 


last spring, in Potsdam in July, ip 
London in September, and in 
Moscow in December. These 


| meetings have been useful in pro- 
|moting understanding and agree- 


ment the three 
menis. 

Simply to name all the interna- 
tional meetings and conferences is 
to suggest the size and complexity 
of the undertaking to prevent in- 
war in which the 


among govern- 


the duration of history. 

It is encouraging to know that 
the cominon effort of the United 
Nations to learn to live together 
did not cease with the surrender 
of our enemies. 

When difficulties 
the United 
propose to remove 
rificing its ideals or its vital in- 
terests. Neither do we propose, 
however. to ignore the ideals and 
vital interests of our friends. 

Last February and March 
Inter-American Conference 
Problems of War and Peace was 
held in Mexico City. Among the 
many significant accomplishments 
of that Conference was an under- 
standing that an attack by any 
country egainst any one of the sov- 
ereign American republics would 


arise 
States 


among 
does not 
them by sac- 


an 
on 


| be considered an act of aggression 
the | ag 


cooperation of all of us in further- | 


against all of them; and that if such 
an attack were made or threatened, 
the American republics would de- 
cide jointly, through consultaticns 
in whicn each republic has equal 
representation, what measures 
they would take for their mutual 
protection. This agreement stipu- 
lates that its execution shall be in 
full accord with the Ch of 


fayte 
btAad 


|the United Nations Organization. 
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of world peace, to 
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[t will be the continuing policy 
of the United States to use ail its 
influence to foster, support, and 
develop the United Nations Or- 
ganization in its purpose of pre- 
venting international war. If 
peace is to endure it must rest 
upon justice no less than uvon 
power. The question is how jus- 
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tice among nations is best 
achieved. We know from day-to- 
day experience that the chance 
for a just solution is immeasur- 
ably increased when everyone di- 
rectly interested is given a voice. 
That does not mean that each 
must enjoy an equal voice, but 
it does mean that each must be 
heard. 

Last November, Prime Minister 
Attlee, Prime Minister MacKen- 
Zine King and I announced our 
proposal that a commission be 
established within the framework 
of the United Nations to explore 
the problems of effective  inter- 
national control of atomic energy. 

The Soviet Union, France, and 
China have joined us in the pur- 
pose of introducing in the Gen- 
eral Assembly a resolution for the 
establishment of such a commis- 
sion. Our earnest wish is that 
the work of this commission go 
forward carefully and thoroughly, 
but with the greatest dispatch. I 
have great hope for the develop- 
ment of mutually effective safe- 
guards which will permit the full- 
est international control of this 
new atomic force. 

I believe it possible that effec- 
tive means can be developed 
through the United Nations Organ- 
ization to prohibit, outlaw, and 
prevent the use of atomic energy 
for destructive purposes. 

The power which the United 
States demonstrated during the 
war is the fact that underlies 
every phase of our relations with 
other couniries. We cannot es- 
cape the responsibility which it 
thrusts upon us. What we think, 
plan, say, and do is of profound 
significance to the future of 
every corner of the world. 

The great and dominant ob- 
jective of United States foreign 
policy is to build and preserve 
a just peace. The peace we seek 
is not peace for twenty years. It 
is permanent peace. At time 
when massive changes are occur- 
ring with lightning speed through- 
out the world, it is often difficult 
to perceive how this central ob- 
jective is best served in one iso- 
lated complex situation or an- 
other. Despite this very real dif- 
ficulty, there are certain basic 
propositions to which the United 
States adheres and to which we 
shall continue to adhere. 

One proposition is that lasting 
peace requires genuine under- 
standing and active cooperation 
among the most powerful nations. 
Another is that even the support 
of the strongest nations cannot 
guarantee a peace unless it is in- 
fused with the quality of justice 
for all nations. 

On Oct. 27, 1945, I made in New 
York City, the following public 
statement of my understanding of 
the fundamental foreign policy of 
the United States. I believe that 
policy to be in accord with the 
opinion of the Congress and of 
the people of the United States. I 
believe that that policy carries 
out our fundamental objectives. 

1. We seek no territorial ex- 
pansion or selfish advantage. 
We have no plans for aggression 
against any other state, large 
or small. We have no objective 
which need clash with the 
peaceful aims of any other na- 
tion. 

2. We believe in the eventual 
return of sovereign rights and 
self-government to all peoples 
who have been deprived of them 
by force. 

3. We shall approve no terri- 
torial changes in any friendly 
part of the world unless they 
accord with the freely expressed 
wishes of the people concerned. 

4. We believe that all peo- 
ples who are prepared for self- 
government should be permitted 
to choose their own form of 
government by their own freely 
expressed choice, without in- 
terference from any foreign 
source. That is true in Europe, 
in Asia, in Africa, as well as in 
the Western Hemisphere. 

5. By the combined and co- 
operative action of our war al- 
lies, we shall help the defeated 
enemy states establish peaceful 


a 





democratic governments of their 
own free choice. And we shall 
iry to attain a world in which 
nazism, fascism, and military 
aggression cannot exist. 

6. We shall refuse to recog- 
nize any government imposed 
upon any nation by the force of 
any foreign power. In some 
cases it may be impossible to 
prevent forceful imposition of 
such a government. But the 
United States will not recognize 
any such government 

7. We believe that all nations 
should have the freedom of. the 
seas and equal rights to the 
navigation of boundary rivers 
and waterways and of rivers 
and waterways which pass 
through more than one country. 

8. We believe that alli states 
which are accepted in the so- 
ciety of nations should have ac- 
cess on equal terms to the trade 
and the raw materials of the 
world. 

9. We believe that the sover- 
eign states of the Western Hem- 
isphere, without interference 
from outside the Western Hem- 
isphere, must work together as 
good neighbors in the solution 
of their common problems. 

10. We believe that full eco- 
nomic collaboration between all 
nations, great and small, is es- 
sential to the improvement of 
living conditions all over the 
world, and to the establishment 
of freedom from fear and free- 


dom from want. 
11. We’ shall continue to 
strive to promote freedom of 


expression and freedom of re- 

ligion throughout the peace- 

loving areas of the world. 

12. We are convinced that the 
preservation of peace between 
nations requires a United Na- 
tions Organization composed of 
all the peace-loving nations of 
the world who are willing 
jointly to use force, neces- 
sary, to insure peace. 

That is our foreign policy. 

We may not always fully suc- 
ceed in our objectives. There may 
be instances where the attainment 
of those objectives is delayed. But 
we will not give our full sanction 


if 


in the face of these ideals. 

The world has a great stake in 
the political and economic future 
of Germany. The Allied Control 
Council has now been in opera- 
tion there for a substantial period 
of time. It has not met with un- 
qualified success. The accomoda- 
tion of varying views of four gov- 
ernments in the day-to-day civil 
administration of occupied terri- 
tory is a challenging task. In my 
judgment, however, the Council 
has made encouraging progress in 
the face of most serious difficul- 
ties. It is my purpose at the earl- 
iest practicable date to transfer 
from military to civilian person- 
nel the execution of United States 
participation in the government 
of occupied territory in Europe. 
We are determined that effective 
control shall be maintained in 
Germany until are satisfied 
that the German people have re- 
gained to a place of 


we 


the right 
honor and respect. 

On the other side of the world, 
a method of international cooper- 
ation has recently been agreed 
upon for the treatment of Japan. 
In this pattern of control, the 
United States, with the full ap- 
proval of its partners, has retained 
primary authority and primary 
responsibility. It will continue to 
do so until the Japanese people, 
by their own freely expressed 
choice, choose their own form of 
government. 

Our basic policy in the Far East 
is to encourage the development 
of a strong, independent, united, 
and democratic China. That has 
been the traditional policy of the 
United St«tes. 


At Moscow the United States, 
the Union of Soviet Socialist Re- 
publics, and Great Britain agreed 
to further this development by 
supporting the efforts of the na- 
tional government and nongov- 
ernmental Chinese political ele- 





es sl 
ments in bringing about cessation | essary. 


| of civil strife and in broadening |rangements under which those; it possible for our military av- 


| countries may use the lend-lease | thorities to relinquish to the gov- 
inventories in their possession and | 


the basis of representation in the 
Government. That is the policy 
which General Marshall is so ably 
executing today. ; 


ceed as rapidly as is practicable 
toward the restoration of the sov- 
ereignty of Korea and the estab- 
lishment of a democratic govern- 
ment by the free choice of the 
people of Korea. 

At the threshold of every prob- 
lem. which confronts us today in 
international affairs is the appal- 
ling devastation, hunger, sickness. 
and pervasive human misery that 
mark so many areas of the world. 

By joining and participating in 
the work of the United Nations 
Relief and Rehabilitation Admin- 
istration the United States has di- 
rectly recognized and assumed an 
obligation to give such relief as- 
sistance as is practicable.to mil- 
lions of innocent and helpless vic- 
tims of the war. The Congress 
has earned the gratitude of the 
world by generous financial con- 
tributions to the United Nations 
Relief and Rehabilitation Admin- 
istration. 

We have taken the lead, modest 
though it is, in facilitating under 
our existing immigration quotas 
the admission to the United States 
of refugees and displaced persons 
from Eurpoe. 

We have joined 
Britain in the organization of a 
commission to study the problem 
of Palestine. The Commission is 
already at work and its recom- 
mendations will be made at an 
early date. 

The members of the United Na- 
tions have paid us the high com- 
pliment of choosing the United 
States as the site of the United 
Nations headquarters. We shall 
be host in spirit as well as in fact, 
for nowhere does there abide 
a fiercer, determination that this 
peace shall live than in the hearts 
of the American people. 

It is the hope of all Americans 
that in time future historians will 
speak not of World War I 


last world wars. 


2. Foreign Economic Policy 

The foreign economic policy of 
the United States is designed to 
promote our own prosperity, and 
at the same time to aid in the 
restoration and expansion of 
world markets and to contribute 
thereby to world peace and world 
security. We shall continue our 


efforts to provide relief from the | 


devastation of war, to alleviate 
the sufferings of displaced per- 
sons, to assist in reconstruction 
and development, and to promote 
the expansion of world trade. 
We have already joined the In- 
ternational Monetary Fund and 
the International Bank for Recon- 
struction and Development. We 


have expanded the Export-Import | 


Bank-and provided it with addi- 
tional capital. The Congress has 
renewed the Trade Agreements 
Act which provides the necessary 
framework within which to ne- 
gotiate a reduction of trade bar- 
riers on a reciprocal basis. It has 
given our support to the United 
Nations Reliet and Rehabilitation 
Administration. 

In accordance with the inten- 
tions of the Congress, lend-lease 
was terminated upon the sur- 
render of Japan. The first of the 
lend-lease settlement agreements 
has been completed with the 
United Kingdom. Negotiations 
with other lend-lease countries 
are in progress. In negotiating 
these agreements, we intend to 
seek settlements which will not 
encumber world tgede through 
war debts of a character that 
proved to be so detrimental to 
the stability of the world econ- 
omy after the last war. 


We have taken steps to dispose 
of the goods which on VJ-day 
were in the lend-lease pipe line 
to the various lend-lease coun- 
tries and to allow them long-term 
credit for the purpose where nec- 


| 


to assist in their economic re- | Rehabilitation Administration, the 
It is the purpose of the Govern- | Habilitation 
ment of the United States to pro- | 


acquire surplus property abroad 


and 
These goods will 
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reconstruction. 
be accounted 


mend to the Congress in a sepa- 
rate message, will contribute to 
easing the transition problem of 
one of our major partners in the 
war. It will enable the whole 
sterling area and other countries 
affiliated with it to resume trade 
on a multilateral basis. Extension 
of this credit will enable the 
United Kingdom to avoid discrim- 
inatory trade arrangements of the 
type which destroyed freedom of 
trade during the 1930’s. I consider 
the progress toward multilateral 
trade which will be achieved by 
this agreement to be in itself suf- 
ficient warrant for the credit. 
The view of this Government is 
that, in the longer run, our eco- 
nomic prosperity and the prosper- 
ity of the whole world are best 
served by the elimination of arti- 
ficial barriers to international 
trade, whether in the form of un- 





with Great | 


and | 
| World War II, but of the first and 
and approval to actions which fly | 


reasonable tariffs or tariff pref- 
erences or commercial quotas or 
|embargoes or the restrictive prac- 
| tices of cartels. 

The United States Government 
|has issued proposals for the ex- 
|pansion of world trade and em- 
|ployment to which the Govern- 
;ment of the United Kingdom has 
‘given its support on every im- 
|portant issue. These 
|are intended to form the basis 
|for a trade and employment con- 
| ference-to be held in the middle 
|of this year. If that conference is 
|a success, I feel confident that 
ithe way will have been ade- 
| quately prepared for an expanded 
|and prosperous world trade. 

We shall also continue negotia- 
| tions looking to the full and equi- 
| table development of facilities for 
'transportation and communica- 
| tions among nations. 
| The vast majority of the nations 
| of the world have chosen to work 
| together to achieve, on a coopera- 
itive basis, world security and 
world prosperity. The effort can- 
not succeed without full coopera- 
tion of the United States. To play 
our part, we must not only reso- 
|lutely carry out the foreign poli- 
cies we have adopted but also 
follow a domestic policy ~ which 
will maintain full production and 
|employment in the United States. 
A serious depression here can dis- 
| rupt the whole fabric of the world 
| economy. 

3. Occupied Countries 

The major tasks of our Military 
| Establishment in Europe following 
VE-day, and in the Pacific since 
| the surrender of Japan, have been 
those of occupation and military 
eovernment. In addition we have 
given much-needed aid to the 
peoples of the liberated countries. 

The end of the war in Europe 
found Germany in a chaotic con- 
dition. Organized government had 
ceased to exist, transportation 
systems had been wrecked, cities 
and industrial facilities had been 
bombed into ruins. In addition to 
| the tasks of occupation we had to 





lassume all of the functions of 
| government. Great progress has 


'been made in the repatriation of 
' displaced persons and of prisoners 
lof war. Of the total of 3,500,000 
'displaced persons found in the 
United States zone only 460,000 
now remain. 

The extensive complications in- 
volved by the requirement of 
dealing with three other govern- 
ments engaged in occupation and 
with the governments of liberated 
countries require intensive work 
| and energetic cooperation. The in- 
‘flux of some 2 million German 
|refugees into our zone of occupa- 
tion is a pressing problem, making 
exacting demands upon an al- 
ready overstrained internal econ- 
omy. 

Improvements in the European 





We afe also making ar- | 


| plies. 
The proposed loan to the United | 
Kingdom, which I shall recom- | 


proposals ; 








economy during 1945 have made 


ernments of all liberated areas, or 
to the United Nations Relief and 


responsibility for the provision of 
food and other civilian relief sup- 
The Army’s resonsibilities 
in Europe extend now only to our 
zones of occupation in Germany 
and Austria and to two smal? 
areas -in northern Italy. 

By contrast with Germany, in 
Japan we have occupied a coun-- 
try still possessing an organize«ct 
and operating governmental sys- 
tem. Although severely damaged, 
the Japanese industrial and trans- 
portation systems have been able 
to insure at least a survival exist- 
ence for the population. The re- 
patriation of Japanese military 
and civilian personnel from over-- 
seas is proceeding as rapidly as 
shipping and other means permit. 

In order to insure that neither 
Germany nor Japan will again be 
in a position to wage aggressive 
werfare, the armament-making. 
potential of these countries is be- 
ing dismantled and fundamental 
changes in their social and polit- 
ical structures are being effected. 
Democratic systems are being fos-- 
tered to the end that the voice of 
the common man may be heard in 
the councils of his government. 

For the first time in history the 
legal culpability of war makers 
is being determined. The trials 
now in progress in Nurnberg—- 
and those soon to begin in Tokyo 
—bring before the bar of inter--. 
national justice those. individuals 
who are charged with the respon- 
sibility for the sufferings of the 
past six years. We have high hope 
that this public portrayal of the 
guilt of these evildoers will bring 
Wholesaie and permanent revul- 
sion on the part of the masses of 
our former enemies against war, 
militarism, aggression, and notions 
of race superiority. 


4. Demobilization of Our Armed 
Forces 

The cessation of active cam-- 
paigning does not mean that we 
can completely disband our fight- 
ing forces. For their sake and for 
the sake of their loved ones at 
home, I wish that we could. Bui 
we still have the task of clinching 
the victories we have won—of 
making certain that Germany and 
Japan can never again wage ag- 
gressive warfare, that they wilt 
not again have the means to 
bring on another world war. The 
performance of that task requires 
that, together with qur allies, we 
occupy the hostile areas, complete 
the disarmanment of our enemies, 
and take the necessary measures 
to see to it that they do not re- 
arm. 

As quickly as possible, we are 
bringing about the reduction of 
our armed services to the size re- 
quired for these tasks of occupa- 
tion and disarmament. The Army 
and the Navy are following both 
length-of-service and point sys- 
tems as far as possible in releas-- 
ing men and women from the 
service. The points are based 
chiefly on length and character 
of service, and on the existence 
of dependents. 

Over 5 million from the Army 
have already passed through the 
separation centers. 

The Navy, including the Marine 
Corps and the Coast Guard, has 
discharged over one and a half 
million. 

Of the 12 million men and 
women serving in the Army and 
Navy at the time of the surrender 
of Germany, one-half have al- 
ready been released. The greater 
part of these had to be brought 
back to this country from distant 
parts of the world. 


Of course there are cases of 
individual hardship in retention 
of personnel in the service. There 
will be in the future. No system 
of such size can operate to per- 
fection. But the systems are 
founded on fairness and justice 
and they are working at full 
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speed. We shall try to avoid mis- 
takes, injustices, and hardship— 
as far as humanly possible. 

We have already reached the 
point where shipping is no longer 
the bottleneck in the return of 
troops from the European theater. 
The governing factor now has be- 
come the requirement for troops 
in sufficient strength to carry out 
their missions. 

In a few months the same sit- 
uation will exist in the Pacific. 
By the end of June, 9 out of 10 who 
were serving in the armed forces 
on VE-day will have been re- 
leased. Demobolization will con- 
tinue thereafter, but at a slower 
rate, determined by. our military 
responsibilities. 

Our national safety and the se- 
curity of the world will require 
substantial armed forces, particu- 
larly in overseas service. At the 
same time it is imperative that we 
relieve those who have already 
done their duty, and that we re- 
lieve them as fast as we can. To 
do that, the Army and the Navy 
are conducting recruiting drives 
with considerable success. 

The Army has obtained nearly 
400,000 volunteers in the past four 
months, and the Navy has ob- 
tained 80,000. Eighty percent of 
these volunteers for the regular 
service have come from those al- 
ready with the colors. The Con- 
gress has made it possible to offer 
valuable inducements to those 
who are eligible for enlistment. 
Every effort will be made to en- 
list the required number of young 
men. 

The War and Navy Depart- 
ments now estimate that by a year 
from now we still will need a 
strength of about 2 million, in- 
cluding officers, for the armed 
forces—Army, Navy, and Air. I 
have reviewed their estimates and 
believe that the safety of the Na- 
tion will require the maintenance 
of an armed strength of this size 
for the calendar year that is be- 
fore us. 

In case the campaign for volun- 
teers does not produce that num- 

ber, it will be necessary by addi- 
tional legislation to extend the 
Selective Service Act beyond May 
16, the date of expiration under 
existing law. That is the only 
way we can get the men and bring 
back our veterans. There is no 
other way. Action along this 
line should not be postponed be- 
yond March, in order to avoid un- 
certainty and disruption. 


Domestic Affairs 


1. The Economic Outlook 

Prophets of doom predicted that 
the United States could not escape 
a runaway inflation during the 
war and an economic collapse 
after the war. These predictions 
have not been borne out. On the 
contrary, the record of economic 
stabilization during the war and 
during the period of reconversion 
has been an outstanding accom- 
plishment. 

We know, however, that noth- 
ing is as dangerous as overconfi- 
dence, in war or in peace. We 
have had to fight hard to hold the 
line. We have made strenuous 
efforts to speed _ reconversion. 
But neither the danger of a post- 
war inflation nor of a subsequent 
collapse in production and em- 
ployment is yet overcome. We 
must base our policies not on un- 
reasoning optimism or pessimism 
but upon a candid recognition of 
our objectives and upon a careful 
analysis of foreseeable trends. 

Any precise appraisal of the 
economic outlook at this time is 
particularly difficult. The period 
of demobilization and reconver- 
sion is fraught with uncertainties. 
There are also serious gaps in our 
statistical information. Certain 
tendencies are, however, fairly 
clear and recognition of them 
‘Should serve as background for 
the consideration of next year’s 
Federal Program. In general, the 
outlock for business is good, and 





1it is likely to continue to be good} will also prolong the period dur- 


—provided we control 

and achieve peace in manage- 
ment-labor relations. 

Civilian production and 


crease throughout the next year. 
This does not mean, 


is assured. It is probable that 





demobilization of the 


civilian 
Even if 


the increase in c 
ployment opportunities. 
substantial further 


employment will increase tempo- 
rarily. The extent to which this 
unemployment will persist de- 
pends largely on the speed of 
industrial expansion and the ef- 
fectiveness of the policies of the 
Federal Government. 

Along with extraordinary de- 
mand there are still at this time 
many critical shortages resulting 
from the war. These extraordinary 
demands and shortages may lead 
to a speculative boom, especially 
in the price of securities, real es- 
tate, and inventories. 

Therefore, our chief worry still 
is inflation. 

While we control] this inflation- 
ary pressure we must look for- 
ward to the time when this extra- 
ordinary demand will subside. It 
will be years before we catch up 
with the demand for housing. The 
extraordinary demand for other 
durable goods, for the replenish- 
ment of inventories, and for ex- 
ports may be satisfied earlier. No 
backlog of demand can exist very 
long in the face of our tremendous 
productive capacity. We must ex- 
pect again to face the problem of 
shrinking demand and consequent 
slackening in sales, production, 
and employment. This possibil- 
ity of a deflationary spiral in the 
future will exist unless we now 
plan and adopt an effective full 
employment program. 


2. General Policies—Immediate 
and Long-Range 





During the war, production for 
civilian use was limited by war 
needs and available manpower. 
Economic stabilization required 
measures to spread limited sup- 
plies equitably by rationing, 
price controls, increased taxes, 
savings bond campaigns, and 
credit controls. Now, with the 
surrender of our enemies, eco- 
nomic stabilization requires that 
policies be directed toward pro- 
moting an increase in supplies at 
low unit prices. 

We must encourage the devel- 
opment of resources and enter- 
prises in all parts of the country, 
particularly in underdeveloped 
areas. For example, the estab- 
lishment of new peacetime indus- 
tries in the Western States and 
in the South would, in my judg- 
ment, add to existing production 
and markets rather than merely 
bring about a shifting of produc- 
tion. I am asking the Secretaries 
of Agriculture, Commerce, and 
Labor to explore jointly methods 
for stimulating new industries, 
particularly in areas with surplus 
agricultural labor. 

We must also aid small busi- 
nessmen and particularly veter- 
ans who are competent to start 
their own businesses. The estab- 
lishment and development of effi- 
cient small business ventures, I 
believe, will not take away from, 
but rather will add to, the total 
business of all enterprises. 

Even with maximum encour- 
agement of production, we cannot 
hope to remove scarcities within 
a short time. The most serious 
deficiencies will persist in the 
fields of residential housing. 
building materials, and consum- 
ers’ durable goods. The critical 
situation makes continued rent 
control, price control, and prior- 
ities, allocations, and inventory 





controls absolutely essential. Con- 
tinued control of consumer credit 
will help to reduce the pressure 
on prices of durable goods and 
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ployment can be expected to in-| forward to a long-range program 


that continuing full employment; 
| ing power is a policy of full pro- 
armed | 
forces will proceed faster than | opportunities. 
em- | ployed 


withdrawals | worker. 


from the labor market oceur, un-| however, some frictional unem- 





which the 
will be effective. 

While we are meeting these 
needs we must look 


backlog demand 


of security and increased standard 


however, | of living. 


The best protection of purchas- 


duction and full employment 
Obviously, an em- 
worker is a better cus- 

than an unemployed 


There always will be, 


tomer 


ployment. In the present period 
of transition we must deal with 
such temporary unemployment as 
results from the fact that demo- 
bilization will proceed faster than 
reconversion or industrial expan- 
sion. Such temporary unemploy- 
ment is probably unavoidable in 
a period of rapid change. The 
unemployed worker is a victim of 
conditions beyond his control. He 
should be enabled to maintain a 
reasonable standard of living for 
himself and his family. 

The most serious difficulty in 
the path of reconversion and ex- 
pansion is the establishment of a 
fair wage structure. 

The ability of labor and“man- 
agement to work together and the 
wage and price policies which 
they develop, are social and eco- 
nomic issues of first importance. 

Both labor and management 
have a special interest. Labor's 
interest is very direct and per- 
sonal because working conditions, 
wages, and prices affect the very 
life and happiness of the worker 
and his family. 

Management has a no less di- 
rect interest because on manage- 
ment rests the responsibility for 
conducting a growing and pros- 
perous business. 

But management and labor have 
identical interests in the long run. 
Good wages mean good markets. 
Good business means more jobs 
and better wages. In this age of 
cooperation and in our highly or- 
ganized economy the problems of 
one very soon become the prob- 
lems of all. 

Better human _ relationships 
are an urgent need to which or- 
ganized labor and management 
should address themselves. No 
government policy can make men 
understand each other, agree, and 
get along unless they conduct 
themselves in a way to foster 
mutual respect and good will. 

The Government can, however, 
help to develop machinery which, 
with the backing of public opin- 
ion, will assist labor and manage- 
ment to resolve their disagree- 
ments in a peaceful manner and 
reduce the number and duration 
of strikes. 

All of us realize that productiv- 
ity—increased output per man—is 
in the long run the basis of our 
standard of living. Management 
especially must realize that if 
labor is to work wholeheartedly 
for an increase in production, 
workers must be given a _ just 
share of increased output in 
higher wages. 

Most industries and most com- 
panies have adequate leeway 
within which to grant substantial 
wage increases. These increases 
will have a direct effect in in- 
creasing consumer demand to the 
high levels needed. Substantial 
wage increases are good business 
for business because they assure 
a large market for their products; 
substantial wage increases are 
good business for labor because 
they increase labor’s standard of 
living; substantial wage increases 
are good business for the country 
as a whole because capacity pro- 
duction means an active, healthy, 
friendly citizenry enjoying the 
benefits of democracy under our 
free enterprise system. 

Labor and management in many 
industries have been operating 
successfully under the Govern- 
ment’s wage-price policy. Up- 
ward revisions of wage scales 





have been made in thousands of 
establishments throughout the 
Nation since VJ-day. It is esti- 
mated that about 6 million work- | 
ers, or more than 20% of all em-| 
ployees in nonagricultural and | 
nongovernmental establishments, 
have received wage _ incre?°es 
since August 18, 1945, The | 
amounts ot increases given by is- 
dividual employers concentrate 
between and 10 and 15%, but 
range from less than 5% to over 
30%. 

The United States Conciliation 
Service since VJ-day ‘has settled 
over 3,000 disputes affecting over 
1,300,000 workers without a strike 
tnreat and has assisted in settling 
about 1,300 disputes where strikes 
were threatened which involved 
about 500,000 workers. Only 
workers direct)vy involved, and 
not those in related industries 
who might have peen inauirectly 
affected, are included in these 
estimates. 

Many of these adjustments have 
occured in key industries and 
would have seemed to us major 
crises if they had not been settled 
peaceably. 

Within the framework of the 
wage-price policy there has been 
definite success, and it is to be 
expected that this success will 
continue in a vast majority of the | 
cases arising in the months ahead, 

However, everyone who realizes } 
the extreme need for a swift and \ 


orderly reconversion must feel | 





deep concern about the number 
of major strikes now in progress. 
If long continued, these strikes 
could put a heavy brake on our 
program. 

I have already made recom- 
mendations to the Congress as to 
the procedure best adapted to 
meeting the threat of work stop- 
pages in Nation-wide industries 
without sacrificing the fundamen- 
tal rights of labor to bargain col- 
lectively and ultimately to strike 
in support of their position. 

If we manage our economy 
properly, the future will see us 
on a level of production halt 
again as high as anything we have 
ever accomplished in peacetime. 
Business can in the future pay 
higher wages and sell for lower 
prices than ever before. This is 
not true now for all companies, 








nor will it ever be true tor all, 
but for business generally it is 
true. 

We are relying on all con-| 


cerned to develop, through collec- | 
tive bargaining, Wage structures) 
that are fair to labor, allow for | 
necessary business incentives, and 
conform with a policy designed 
to “hold the line” on prices. 
Production and more produc-| 
tion was the byword during the} 
war and still is during the tran- 
sition from war to peace. How- 
ever, when deferred demand)! 
slackens, we shall once again face 
the deflationary dangers which 
beset this and other countries dur- 
ing the 1930’s. Prosperity can be! 
assured only by a high level of | 
demand supported by high cur-| 
rent income; it cannot be sus-| 
tained by deferred needs and use | 
of accumulated savings. 
If we take the right steps in 
time we can certainly avoid the | 
disastrous excesses of runaway | 
booms and headlong depressions. | 
We must not let a year or two of | 
prosperity lull us into a false feel- | 
ing of security and a repetition of | 
the mistakes of the 1920's that! 
culminated in the crash of 1929. 
During the year ahead the Gov- | 
ernment will be called upon to)| 
act in many important fields of | 
economic policy from taxation, 
and foreign trade to social secur- | 
ity and housing. In every case} 
there will be alternatives. We 
must choose the alternatives which | 
will best measure up to our need | 
for maintaining production and 
employment in the future. We, 
must never lose sight of our long- 
term objectives: tne broadening ot | 
markets—the maintenance of) 
steadily rising demand. This de-- 


mand can come from only three 
sources: consumers, businesses, or 
government. 

In this country the job of pro- 
duction and distribution is in the 
hands of businessmen, farmers. 
workers, and professional people 


|—in the hands of our citizens. We 


want to keep it that way. How- 
ever, it is the Government’s re- 
sponsibility to help business. 
labor, and farmers do their jobs. 

There is no question in my 
mind that the Government, acting 
on behalf of all the people, must 
assume the ultimate responsibility 
for the economic health of the 


Nation. There is no other agency 
that can. No other organization 


has the scope or the authority, 
nor is any other agency account- 
able to all the people. This does 
not mean that the Government 
has the sole responsibility, nor 
that it can do the job alone, nor 
that it can do the job directly. 

All the policies of the Federal 
Government must be geared to 
the objective of sustained ful! 
production and full employment— 
to raise consuming purchasing 
power and to encourage business 
investment. The programs we 
adopt this year and from now on 
will determine our ability to 
achieve our objectives. We must 
continue to pay particular atten- 
tion to our fiscal, monetary, and 
tax policy, programs to aid busi- 
ness—especially small business— 
and transportation, labor-man- 
agement relations and wage-price 
policy, social security and health. 
education, the farm program, pub- 
lic works, housing and resource 
development, and economic for- 
eign policy. 

For example, the kinds of tax 
measures we have at different 
times—whether we raise our rev- 
enue in a way to encourage con- 
sumer spending and_ business 
investment or to discourage it— 
have a vital bearing on this ques- 
tion. It is affected also by regu- 
lations on consumer credit and by 
the money market, which is 
strongly influenced by the rate of 
interest on Government securities. 
It is affected by almost every step 
we take. 

In short, the way we handle the 
proper functions of government. 
the way we time the exercise of 
our traditional and _ legitimate 
governmental functions, has a 
vital bearing on the economic 
health of the Nation. 

These policies are discussed 
in greater detail in the accom- 
panying Fifth Quarterly Report 
of the Director of War Mobiliza- 
tion and Reconversion. 


3. Legislation Heretofore Recom- 
mended and Still Pending 


To attain some of these objec- 
tives and to meet the other needs 
of the United States in the re- 
conversion and postwar period, | 
have from time to time made 
various recommendations to the 
Congress. 

In making these recommenda- 
tions I have indicated the reasons 
why I deemed them essential for 
progress at home and abroad. A 
few—a very few—of these recom- 
mendations have been enacted 
into law by the Congress. Most 
of them have not. I here reiter- 
ate some of them, and discuss 
others later in this Message. I 
urge upon the Congress early 
consideration of them. Some are 
more urgent than others, but al! 


; are necessary. 


(1) Legislation to authorize the 
President to create fact-finding 
boards for the prevention of stop- 
pages of work in Nation-wide in- 
dustries after collective bargain- 
ing and conciliation and voluntary 


| arbitration have failed—as recom- 


mended by me on December 3. 
1945. 

(2) Enactment of a satisfactory 
full employment bill such as the 
Senate bill now in conference be- 
tween the Senate and the House— 


as recommended by me on Sept. 6, 
1945. 
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(3) Legislation to supplement, 
the unempleyment insurance ben- , 
efits for unemployed workers now | 
provided by the different States— | 
as recommended by me on May 
28, 1945. 

(4) Adoption of a permanent) 
Fair Employment Practice Act— 
as recommended by me on Sep- 
tember 6, 1945. 

(5) Legislation su bstantially 
raising the amount of minimum 
wages now provided by law—as 
recommended by me on Septem- 
ber 6, 1945. 

(6) Legislation, providing for a 
comprehensive program for scien- 
tific research—as recommended 
by me on September 6, 1945. 

(7) Legislation enacting 
health and medical care program 
—as recommended by me on No- 
vember 19, 1945. 

(8) Legislation adopting’ the 
program of universal training— 
as recommended by me on Oc- 
tober 23, 1945. 

(9) Legislation providing an 
adequate salary scale for all Gov-| 
ernment employees in. all! 
branches of the Government—as | 
recommended by me on Septem- | 
ber 6, 1945. 

(10) Legislation making provi- 
sion for succession to the Presi- 
dency in the event of the death 
or incapacity or disqualification 
of the President and Vice Presi- 
dent—as recommended by me on} 
June 19, 1945. 

(11) Legislation for the unifi- 
eation of the armed services—as 
recommended by me on December 
19, 1945. 

(12) Legislation for the domes- 
tic use and control of atomic 
energy—as recommended: by me 
on October 3, 1945. 

(13) Retention of the United 
States Employment Service in the 
Federal Government for a period 
at least up to June 30, 1947—as 
recommended by me on Septem- 
ber 6, 1945. 

(14) Legislation to increase un- 
employment allowances for vet- 
erans in line with increases for 
civilians—as recommended by me 
on September 6, 1945. 

(15) Social security coverage 
for veterans for their period of 
military service—as recommended 
by me on September 6, 1945. 

(16) Extension of crop insur- 
ance—as recommended by me on 
September 6, 1945. 

(17) Legislation permitting the 
sale of ships by the Maritime 
Commission at home and abroad 
—as recommended by me on Sep- 
tember 6, 1945. I further recom- 
mend that this legislation include 
adequate authority for chartering 
vessels both here and abroad. 

(18) Legislation to take care of 
the stock piling of materials in 
which the United States is nat- 
urally deficient—-as recommended 
by me on September 6, 1945. 

(19) Enacement of Federal air- 
port legislation—as recommended 
by me on September 6, 1945. 

(20) Legislation repealing the 
Johnson Act on foreign loans—as 
recommended by me on Septem- 
ber 6, 1945. 

(21) Legislation for the devel- 
opment of the Great Lakes-St. 
Lawrence River Basin—as_ rec- 
ommended by me on October 3, 
1945. 


4. Policies in Specific Fields 
(a) Ertension of Price Control Act 

Today inflation is our greatest 
immediate domestic problem. So 
far the fight against inflation has 


a 








been waged successfully. Since! 
May 1943, following President! 


Roosevelt's “hold the line” order 
and in the face of the greatest 
pressures which this country has 
ever seen, the cost of living index 





has risen only 3%. Wholesale 
prices in this same period have | 
been held to an increase of 212%. | 

This record has been made pos- 
sible by the vigorous efforts of, 
the agencies responsible for this 
program. But their efforts would 
have been fruitless if they had | 
not had the solid support of the’ 
great masses of our people. The} 
Congress is to be congratulated 
for its role in providing the legis- 


lation under which this work has| Our country would face a national | specifically to certain standards. 


been carried out. 

On VJ-day it was clear to all 
thinking people that the danger of 
inflation was by no means over. 
Many of us can remember vividly 
our disastrous experience follow- 
ing World War I. Then the very 
restricted wartime controls were 
lifted too quickly, and as a re- 


|sult prices and rents moved more 


rapidly upward. In the year and 
a half following the armistice, 
rents, food, and clothing shot to 


| higher and still higher levels. 


When the inevitable crash oc- 
curred less than two years after 
the end of the war, business 
bankruptcies were widespread. 
Profits were wiped out. Inven- 
tory losses amounted to billions 
of dollars. Farm income dropped 
by one-half. Factory pay rolls 
dropped 40%, and nearly one-fifth 
of all our industrial workers were 
walking .the streets in search of 
jobs. This was a grim greeting, 
indeed, to offer our veterans who 
had just returned from overseas. 

When I addressed the Congress 
in September, I emphasized that 
we must continue to hold the 
price line until the production of 
goods caught up with the tremen- 
dous demands. Since then we 
have seen demonstrated’ the 
strength of the inflationary pres- 
sures which we have to face. 

Retail sales in the _ closing 
months of 1945 ran 12% above the 
previous peak for that season, 
which came in 1944. Prices 
throughout the entire economy 


| have been pressing hard against 


the price ceilings. The prices of 
real estate, which cannot now be 
controlled under the law, are ris- 
ing rapidly Commercial rents are 
not included in the present price 
control law and, where they are 
not controlled by State law, have 
been increasing, causing difficul- 
ties to many businessmen. 

It will be impossible to maintain 
a high purchasing power or an 
expanding production unless we 
can keep prices at levels which 
can be met by the vast majority 


|cef our people. Full production is 


the greatest weapon against in- 
flation, but until we can produce 
enough goods to meet the threat 
of inflation the Government will 
have to exercise its wartime con- 
trol over prices. 

I am sure that the people of the 
United States are disturbed by the 
demands made by several business 
groups with regard to price and 
rent control. 

I am particularly disturbed at 
the effect such thinking may have 
on production and employment. If 
manufacturers continue to hold 
back goods and decline to submit 
bids when invited—as I am in- 
formed some are doing, in antici- 
pation of higher prices which 
would follow the end of price 
controls—we shall inevitably slow 
down production and create need- 
less unemployment. On the other 
hand, there are the vast majority 
of American businessmen who are 
not holding back goods, but who 


need certainty about the Govern- | 


ment pricing policy in order to fix 


their own long-range pricing poli- | 


cies, 

Businessmen are entitled there- 
fore to a clear statement of the 
policy of the Government on the 
subject. Tenants and housewives, 
farmers and workers—consumers 
in general—have an equal right. 

We are all anxious to eliminate 
unnecessary controls just as rap- 
idly as we can do so. The steps 
that we have already taken in 
many directions toward that end 
are a clear indication of our pol- 
icy. 

The present Price Control Act 
expires on June 30, 1946. If we 
expect to maintain a steady econ- 
omy we shall have to maintain 
price and rent control for many 
months to come. The inflationary 
pressures on prices and rents, 
with relatively few exceptions, 
are now at an all-time peak. Un- 
less the Price Control Act is re- 
newed there will be no limit to 
which our price levels would soar. 


| disaster. 

| Wecannot wait to renew the act 
| until immediately before it ex- 
| pires. Inflation results from psy- 
chological as well as economic 
conditions. The country has a clear 
right to know where the Con- 
gress stands on this all-important 
problem. Any uncertainty now as 
to whether the act will be extend- 
2a gives rise to price speculation, 
to withholding of goods from the 
market in anticipation of rising 
prices, and to delays in achieving 
maximum production. 

I do not doubt that the Con- 
gress will be beset by many 
groups who will urge that the 
legislation that I have proposed 
should either be eliminated or 
modified to the point where it is 
nearly useless. The Congress has 
a clear responsibility to meet this 
challenge with courage and de- 
termination. I have every confi- 
cence that it will do so. 

I strongly urge that the Con- 
gress now resolve all doubts and 
as soon as possible adopt legisla- 
tion continuing rent and price 
control in effect for a full year 
from June 30, 1946. 


(b) Food subsidies 

If the price line is to be held, 
if our people are to be protected 
against the inflationary dangers 
which confront us, we must do 
more than extend the Price Con- 
trol Act. In September we were 
hopeful that the _ inflationary 
pressures would by this time have 
begun to diminish. We were par- 
ticularly hopeful on food. Indeed, 
it was estimated that food prices 
at retail would drop from 3 to 5% 
in the first six months following 
the end of the war. 

In anticipation of this decline in 
food prices, it was our belief that 
food subsidies could be removed 
gradually during the winter and 
spring months, and eliminated al- 
most completely by June 30 of 
this year. It was our feeling that 
the food subsidies could’ be 
dropped without an increase to 
the consumer in the present level 
of food prices or in the over-all 
cost of living. 

As matters stand today, how- 
ever, food prices are pressing hard 
against the ceilings. The expected 
decline in food prices has not oc- 
curred, nor is it likely to occur 
for many months to come. This 
brings me to the reluctant conclu- 
sion that food subsidies must be 
continued beyond June 30, 1946. 

If we fail to take this necessary 
| step, meat prices on July 1 will be 
from 3 to 5 cents higher than their 
average present levels; butter will 
be at least 12 cents a pound high- 
er, in addition to the 5 cents a 
pound increase of last fall; milk 
will increase from 1 to 2 cents a 
quart; break will increase about 1 
cent a loaf; sugar will increase 
over 1 cent a pound; cheese, in 
addition to the increase of 4 cents 
now planned for the latter part of 
this month, will go up an addi- 
tional 8 cents. In terms of per- 
centages we may find the cost-of- 
| living index for food increased by 
| which in turn 
| would result in more than a 3% 
| increase in the cost of living. 

' If prices of food were allowed 





|more than 8%, 


'to increase by these amounts, I 


/must make it clear to the Con- 
| gress that, in my opinion, it would 
become extremely difficult for us 
|to control the forces of inflation. 
' None of us like subsidies. Our 
farmers, in particular, have al- 
ways been opposed to them. 

But I believe our farmers are 
|as deeply conscious as any group 
| in the land of the havoc which in- 
| flation can create. Certainly in the 
|; past 18 months there has been no 
|group which has fought any 
harder in support of the Govern- 
ment’s price control program. I am 
confident that, if the facts are 
placed before them and if they 
see clearly the evils between 
which we are forced to choose, 
| they will understand the reasons 
| why subsidies must be continued. 
| The legislation continuing the 
| use of food subsidies into the new 
fiscal year should be tied down 





A. very proper requirement, in my | 


opinion, would be that subsidies 
jbe removed as soon as it is indi- 
cated that the cost of living will 
decline below the present levels. 


(c) Extension of War Powers Act 
The Second War Powers Act 
has recently been extended by the 
Congress for six months instead of 
for a year. It will now expire, un- 
less further extended, on June 30, 
1946. This act is the basis for pri- 
ority and inventory controls gov- 
erning the use of scarce materials, 
eas well as for other powers essen- 
tial to orderly reconversion. 

I think that this Administration 
has given adequate proof of the 
fact that it desires to eliminate 
wartime controls as quickly and 
as expeditiously as possible. How- 
ever, we know that there will 
continue to be shortages of certain 
materials caused by the war even 
after June 30, 1946. It is impor- 
tant that businessmen know now 
that materials in short supply are 
going to be controlled and dis- 
tributed fairly as long as these 
war-born shortages continue. 

I, therefore, urge the Congress 
soon to extend the Second War 
Powers Act. We cannot afford to 
wait until just before the act ex- 
pires next June. To wait would 
cause the controls to break down 
in a short time, and would ham- 
per our production and employ- 
fment program. 


(d) Small business and 
competition 

A rising birth rate for small 
business, and a favorable environ- 
ment for its growth, are not only 
economic necessities but also im- 
portant practical demonstrations 
ef opportunity in a democratic 
free society. A great many vet- 
ecans and workers with new skills 
and experience will want to start 
in for themselves. The opportunity 
must be afforded them to do so. 
They are the small businessmen 
of the future. 

Actually when we talk about 
small business we are talking 
about almost all of the Nation’s 
individual businesses. Nine out of 
every ten concerns fall into this 
category, and 45% of all workers 
are employed by them. Between 
50 and 40% of the total value of 
all business transactions are han- 
dled by small business. 

It is obvious national policy to 
foster the sound development of 
small business. It helps to main- 
tuin high levels of employment 
and national income and consump- 
tion of the goods and services that 
the Nation can produce. It en- 
courages the competition § that 
keeps our free enterprise econ- 
omy vigorous and expanding. 
Small business, because of its 
flexibility, assists in the rapid ex- 
pioitation of scientific and tech- 
nological discoveries. Investment 
in small business can absorb a 
large volume of savings that 
might otherwise not be tapped. 

The Government should en- 
courage and is encouraging small- 
business initiative and originality 
to stimulate progress through 
competition. 

During the war, the Smaller 
War Plants Corporation assisted 
small concerns to make a maxi- 
mum contribution to victory. The 
work of the Smaller War Plants 
Corporation is being carried on in 
peacetime by the Federal Loan 
Agency and the Department of 
Commerce. The fundamental ap- 
proach to the job of encouraging 
small concerns must be based on: 

1. Arrangements for making 
private and public financial re- 
sources available on reasonable 
terms. 

2. Provision of technical advice 
and assistance to business as a 
whole on production, research, 
and management problems. This 
will help equalize competitive 
relationships between large and 
small companies, for many of the 
small companies cannot afford ex- 
pensive technical research, ac- 
counting, and tax advice. 

3. Elimination of trade prac- 
tices and agreements which re- 
ducé competition and discriminate 








~~ 


against new or small enterprisés. 

We speak a great deal about the 
free enterprise economy of our 
country. It is competition that 
keeps it free. It is competition 
that keeps it growing and devel- 
oping. The truth is that we need 
far more competition in the fu- 
ture than we have had in the im- 
mediate past. 

By strangling competition, mo- 
nopolistic activity prevents or 
deters investment in new or ex- 
panded production facilities. This 
lessens the opportunity for em- 
ployment and chokes off new 
outlets for idle savings. Monopoly 
maintains prices at. artificially 
high levels and reduces consump- 
tion which, with lower prices, 
would rise and support larger pro- 
duction and higher employment. 
Monopoly, not being subject to 
competitive pressure, is slow to 
take advantage of technical ad- 
vances which would lower prices 
or improve quality. All three of 
these monopolistic activities very 
directly lower the standard of 
living—through higher prices and 
lower quality of product—which 
free competition would improve, 

The Federal Government must 
protect legitimate business and 
consumers from predatory and 
monopolistic practices by the vigi- 
lant enforcement of regulatory 
legislation. The program will be 
designed to have a maximum im- 
pact upon monopolistic bottle- 
necks and unfair competitive 
practices hindering expansion in 
employment. 

During the war, enforcement of 
antimonopoly laws was suspended 
in a number of fields. The Gov- 
ernment must now take major 
steps not only to maintain en- 
forcement of antitrust laws but to 
encourage new and competing 
enterprises in every way. The de- 
ferred demand of the war years 
and the large accumulations of 
liquid assets provide ample incen- 
tive for expansion. Equalizing of 
business opportunity, under full 
and free competition, must be a 
prime responsibility in the recon- 
version period and in the years 
that follow. Many leading busi- 





nessmen have recognized the im- 
portance of such action both to 
themselves and to the economy as 
a whole. 

But we must do more than 
break up trusts and monopolies 
after they have begun to strangle 
ccmpetition. We must take posi- 
tive action to foster new, expand- 
ing enerprises. By legislation and 
by administration we must take 
specific steps to discourage the 
formation or the strengthening of 
competition - restricting business. 
We must have an over-all anti- 
monopoly policy which can be ap- 
plied by all agencies of the Gov- 
ernment in exercising the func- 
tions assigned to them—a policy 
designed to encourage the forma- 
tion and growth of new and freely 
competitive enterprises. 


Among the many departments 
and agencies which have parts in 
the program affecting business and 
competition, the Department of 
Commerce has a particularly im- 
portant role. That is why I have 
recommended a_ substantial in- 
crease in appropriations for the 
next fiscal year for this Depart- 
ment. 


In its assistance to industry, the 
Department of Commerce will 
concentrate its efforts on these 
primary objectives: Promotion of 
a large and well-balanced foreign 
trade; provision of improved 
technical assistance and manage- 
ment aids, especially for small 
enterprises; and strengthening of 
basic statistics on business opera- 
ticns, both by industries and by 
regions. To make new inventions 
and discoveries available more 
promptly to all businesses, small 
and large, the Department pro- 
poses to expand its own research 
activities, promote research by 
universities, improve Patent Of- 
fice procedures, and develop a 
greatly expanded system of field 
offices readily accessible to the 





businesses they serve. 
(Continued on page 448) » 
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Text of Truman’s Message on State of Union and 1947 Fiscal Year Budget 


(Continued from page 447) 
Many gaps exist in the private 
financial mechanism, especially in 
the provision of long-term funds 
‘for small- and medium-sized en- 
terprises. In the peacetime econ- 
omy the Reconstruction Finance 
‘ Corporation will take the leader- 
ship in assuring adequate finan- 
’ cing for small enterprises which 
cannot secure funds from other 
sources. Most of the funds should 
and will be provided by private 
jenders; ‘but the Reconstruction 
Finance Corporation will share 
any unusual risks through guar- 
antees of private loans, with direct 
ioans only when private capital is 
unwilling to participate on a rea- 


sonable basis, - 


(e) Minimum wage 


act as it now stands. It is particu- 
larly vital at this period of read- 
justment in the national economy 
and readjustment in employment 
of labor to extend minimum wage 
protection as far as possible. 
Lifting the basic minimum wage 
is necessary, it is justified as a 
matter of simple equity to work- 
ers, and it will prove not only 
feasible but also directly benefi- 
cial to the Nation’s employers. 
(f) Agricultural programs 
The farmers of America gen- 
erally are entering the crop year 
of 1946 in better financial condi- 
tion than ever before. Farm mort- 
gage debt is the lowest in 30 years. 
Farmers’ savings are the largest 
in history. Our agricultural plant 
is in much better condition than 


The first obligation of the Gov- 
ernment to agriculture for the re- 
conversion period is to make good 
on its price-support commitments. 
This we intend to do, with real- 
istic consideration for the sound 
patterns of production that will 
contribute most to the long-time 
welfare of agriculure and the 
whole Nation. The period during 
which prices are supported will 
provide an opportunity for farm- 
ers indiyidually to strengthen 
their position in changing over 
from a wartime to a peacetime 
basis of production. It will provide 
an opportunity for the Congress to 
review the needs of agriculture 
and make changes in national 
legislation where experience has 
shown changes to be needed. In 
this connection, the Congress will 


Full employment and full pro- after World War I. Farm machin- | wish to consider legislation to 


duction may be achieved only by 
maintaining a level of consumer 
income far higher than that of the 
prewar period. A high level of 
eonsumer income will maintain 


ery and supplies are expected to 
be available in larger volume, and 
farm labor problems will be less 
acute. 

The demand for farm products 


take the place of the 1937 Sugar 
Act which expires at the end of 
this year. During this period we 
must do a thorough job of basic 
pianning to the end that agricul- 


the market for the output of our will continue strong during the | {ye shall be able to contribute its 


mills. farms, and factories, which 
we have demonstrated during the 
war years that we can produce. 
One of the basic steps which the 


next year or two because domes- 
tice purchases will be supple- 
mented by a high level of exports 
and foreign relief shipments. It is 


full share toward a healthy na- 
tional economy. 

Our long-range agricultural 
policies should have two main ob- 


Congress can take to establish a currently estimated that from 7 jectives: First, to assure the peo- 
high level of consumer income is to 10% of the total United States ple on the farms a fair share of 


to amend the Fair Labor Stand- 
ards Act to raise substandard 
wages to a decent minimum and to 
extend similar protection to ad- 
ditional workers who are not cov- 
ered by the present act. 


food supply may be exported in 
the calendar year 1946. 

Farm prices are expected to re- 
main at least at their present lev- 
els in the immediate future, and 
for at least the next 12 months 


the national income; and, second, 
to encourage an agricultural pro- 
duction pattern that is best fitted 
to the Nation’s needs. To accom- 
plish this second objective we shall 
have to take into consideration 


Substandard wages are bad for they are expected to yield a net! changes that have taken place and 


business and for the farmer. Sub- 
standard wages provide only a 
substandard market for the goods 
and services produced by Ameri- 
can industry and agriculture. 


At the present time the Fair dence than in many a year in the. high level of food production and 
Labor Standards Act prescribes a past. Agriculture itself is moving consumption 


minimum wage of 40 cents an 
hour for those workers who are 


farm income double the 1935-39 
average and higher than in any 
year prior to 1943. 

We can look to the future of 
agriculture with greater confi- 


confidently ahead, planning for 
another year of big production, 


will continue to take place in the 
production of farm commodities— 
changes that affect costs and effi- 
ciency and volume. 

What we seek ultimately is a 
that will provide 
good nutrition for everyone. This 
cannot be accomplished by agri- 


covered by the act. The present | taking definite and positive steps | eyjture alone. We can be certain 
minimum wage represents an an- to lead the way toward an econ- | of our capacity to produce food, 


nual income of about $800 to those 
continuously employed for 50. 
weéks—clearly a Wholly inade- 
quate budget for an American 


omy of abundance. 

Agricultural production goals 
for 1946 call for somewhat greater 
acreage than actually was plant- 


| but we have often failed to dis- 
tribute it as well as we should 
and*to see that our people can af- 
ford to buy it. The way to get 


family. I am in full accord with ed in 1945. Agriculture is pre- | good nutrition for the whole Na- 
the proposal now pending in the | pared to demonstrate that it can {jon is to provide employment op- 


Congress that the statutory mini- | 


make a peacetime contribution as 


portunities and purchasing power 


mum be raised immediately to 65 | great as its contribution toward for all groups that will enable 


cents an hour, with further in- 
creases to 70 cents after one year | 
and to 75 cents after two years. I 
also favor the proposal that the | 
industry committee procedure be | 
used to set rates higher than 65 
eents per hour during the two-| 


year interval before the 75-cent than the average for the five years | Therefore 
basic wage would otherwise be- | preceding the war. Since the sur- | apje 


come applicable. 
_The proposed minimum wage of | 
65 cents an hour would assure the 
worker an annual income of about | 
$1,300 a year in steady employ- | 
ment. This amount is clearly a 
modest goal. After considering | 


cost-of-living increases in recent of this country want and need | 


years, it is little more than a 10- 

cent increase over the present 

legal minimum. In fact, if any | 
large number of workers earn less | 
than this amount, we will find it | 
impossible to maintain the levels | 
of purchasing power needed to) 
sustain the _ stable prosperity | 
which we desire. Raising the! 
minimum to 75 cents an hour will | 
provide the wage earner with an | 
annual income of $1,500 if he is| 


i 


fully employed. | 


The proposed higher minimum | 
wage levels are feasible without | 
involving serious price adjust- | 
ments or serious geographical dis- | 
locations. 


Today about 20% of our manu- 
facturing wage earners—or about 
2 million—earn less than 65 cents | 


an hour. Because wages in most | 


industries have risen during the 


war, this is about the same as the | 


proportion.— 17% — who were 


earning less than 40 cents an hour send, there remain great needs| country. We have learned 


in 1941. 
I also. recommend that minimum | 


the winning of the war. 

In spite of supplying our armed 
forces and our allies during the 
war with a fifth to a fourth of our 
total food output, farmers were 
still able to provide our civilians 
with 8% more food per capita 


render of Japan, civilian food 
consumption has risen still further. 
By the end of 1945 the amount 
of the increase in food consump- 
tion was estimated to be as high 
as 15% over the prewar average. 
The record shows that the people 


more food and that they will buy 
more food if only they have the 
jobs and the purchasing power. 
The first essential therefore in 
providing fully for the welfare of 
agriculture is to maintain full em- 
ployment and a high level of pur- 
chasing power throughout the Na- 
tion. 

For the period immediately 
ahead we shall still have the prob- 
lem of supplying enough food. If 
We are to do our part in aiding 
the war-stricken and _ starving 
countries some of the food desires 
of our own people will not be 
completely satisfied, at least until 
these nations have had an oppor- 
tunity to harvest another crop. 
During the next few months the 
need for food in the world will 
be more serious than at any time 
during the war. And, despite the 
large shipments we have already 
made, and despite what we shall 


abroad. 
Beyond the relief feeding peri- 


i them to buy full diets at market 
prices. 

Wherever purchasing power 
fails to reach this level we should 
see that they have some means of 
getting adequate food at prices in 
line with their ability to buy. 

we should have avail- 
supplementary programs 
that will enable all our people to 
have enough of the right kind of 
food. 

For example, one of the best 
| possible contributions toward 
building a stronger, healthier Na- 
tion would bea permanent school- 
lunch program on a scale ade- 
| quate to assure every school child 
'a good lunch at noon. The Con- 
|gress, of course, has recognized 
this need for a continuing school- 
lunch program and legislation to 

that effect has been introduced 


templates the attainment of this 
objective with a minimum of 
| Federal expenditures. I hope that 
|the legislation will be enacted in 
time for a permanent program to 


start with the beginning of the. 


school year next fall. 

_ We have the technical knowl- 
edge and the productive capacity 
to provide plenty of good food for 


| every man, woman, and child in| 


'the United States. It is time we 
made that possibility a reality. 


(g) Resource development 
The strength of our Nation and 


the welfare of the people rest | 


upon the natural resources of the 
' that 
| proper conservation of our lands, 
‘including our forests and minerals. 


wage protection be extended to od, there will still be substantial amd wise management of our wa- 
several groups of workers not foreign outlets for our farm com- ters will add immensely to our 
now covered. The need for a de- | modities. The chief dependence of ational wealth. 


cent standard of living is by no 


the farmer, however, as always, 


The first step in the Govern- | 


means limited to those workers must be upon the buying power of ment’s conservation program must 


who happen to be covered by the 


our own people. 


be to find out just what ere our 


basic resources, and how they 
should be used. We need to take, 
as soon as possible, an inventory 
of the lands, the minerals, and the 
forests of the Nation. 

During the war it was neces- 
sary to curtail some of our long- 
range plans for development of 
our natural resources, and to em- 
phasize programs vital to the 
prosecution of the war. Work was 
suspended on a number of flood 
control and reclamation projects 
and on the development of our 
national forests and parks. This 
work must now be resumed, and 
new projects must be undertaken 
to provide essential services and 
to assist in the process of eco- 
nomic development. 

The rivers of America offer a 
great opportunity to our genera- 
tion in the management of the 
national wealth: By a wise use of 
Federal funds, most of which will 
be repaid into the Treasury, the 
scourge of floods and drought can 
be curbed, water can be brought 
to arid lands, navigation can be 
extended, and cheap power can be 
brought alike to the farms and to 
the industries of our land. 

Through the use of the waters 
ot the Columbia River, for exam- 
ple, we are creating a rich agri- 
cultural area as large as the State 
of Delaware. At the same time, 
we are producing power at Grand 
Coulee and at Bonneville which 
played a mighty part in winning 
the war and which will found a 
great peacetime industry in the 
Northwest. The Tennessee Valley 
Authority will resume its peace- 
time program of promoting full 
use of the resources of the Valley. 
We shall continue our plans for 
the development of the Missouri 
Valley, the Arkansas Valley, and 
the Central Valley of California. 

The Congress has shown itself 
alive to the practical require- 
ments for a beneficial use of our 
water resources by providing that 
preference in the sale of power be 
given to farmers’.cooperatives and 
public agencies. The public power 
program thus authorized must 
continue to be made effective by 
building the necessary generatihg 
and transmission facilities to fur- 
nish the maximum of firm power 
needed at the wholesale markets, 
which are often distant from the 
dam sites. 

These great developmental pro- 
jects will open the frontiers of ag- 
riculture, industry, and commerce. 
The employment opportunities 
thus offered will also go far to 
ease the transition from war to 
peace. 

(h) Public Works 

During the war even urgently 
needed Federal, State, and local 
construction projects were de- 
ferred in order to release re- 
sources for war production. In re- 
suming public works construction, 
it is desirable to proceed only ata 
moderate rate, since demand for 
private construction will be ab- 


normally high for some time. Our 
_public works program should be 
and hearings held. The plan con- | 


timed to reach its peak after de- 
mand for private construction has 
begun to taper off. Meanwhile, 
however, plans should be pre- 
pared if we are to act promptly 
when the present extraordinary 
private demand begins to run out. 

The Congress made money 


‘available to Federal agencies for 
| their public works planning in the 


fiscal year 1946. I strongly recom- 
mend that this policy be contin- 
ued and extended in the fiscal 
year 1947. 


State and local governments 
also have an essential role to play 
in’ a national public works pro- 
gram. In my message of Sept. 6, 
1945. I recommended that the 
Congress vote such grants to 
State and local governments as 
will insure that each level of gov« 
ernment makes its proper contri- 
bution to a balanced public con- 
struction program. Specifically, 
the Federal Government should 
aid State and local governments 
in planning their own public 


,ments, with Federal aid, 


' ceilings 


works programs. 
projects related 


in undertaking 
to Federal pro- 
grams of regional development, 
and in constructing such public 
works as are necessary to carry 
out the various policies of the 
Federal Government. 

Early in 1945 the Congress made 
available advances to State and 
local governments for planning 
public works projects, and re- 
cently made additional provision 
to continue these advances through 
the fiscal year 1946. I believe that 
further appropriations will be 
needed for the same purpose for 
the fiscal year 1947. 

The Congress has already made 
provision for highway programs, 
It is now considering legislation 
which would expand Federal 
grants and loans in several other 
fields, including construction of 
airports, hospital and health cen- 
ters, housing, water pollution con- 
trol facilities, and educational 
plant facilities. I hope that early 
action will be taken to authorize 
these Federal programs. 

With respect to public works of 
strictly local importance, State 
and local governments should pro- 
ceed without Federal assistance 
except in planning. This rule 
should be subject to review when 
and if the prospect of highly ad- 
verse general economic develop- 
ments warrants it. 

All loans and grants for public 
works should be planned and ad- 
ministered in such a way that 
they are brought into accord with 
the other elements of the Federal 
Program. 


Our long-run objective is to 


_achieve a program of direct Fed- 


eral and Federally assisted public 
works which is planned in ad- 
vance and synchronized with 
business conditions. In this way it 
can make its greatest contribution 
to general economic stability. 


(1) National housing program 


Last September I stated in my 
message to the Congress that 
housing was high on the list of 
matters calling for decisive action, 
Since then the housing shortage in 
countless communities, affecting 
millions of families, has magni- 
fied this call to action. 

Today we face both an immedi- 
ate emergency and a major post- 
war problem. 

Since VJ-day the wartime 
housing shortage has been grow- 
ing steadily worse and pressure 
on real estate values has in- 
creased. Returning veterans often 
cannot find a satisfactory place 
for their families to live, and 
many who buy have to pay exor- 
bitant prices. Rapid demobiliza- 
tion inevitably means _ further 
overcrowding. 

A realistic and practical attack 
oi the emergency will require ag- 
gressive action by local govern- 
to ex- 
ploit all opportunities and to give 
the veterans as far as possible first 
chance at vacancies. It will re- 
quire continuation of rent control 
in shortage areas as well as legis- 
lation to permit control of sales 
prices. It will require maximum 
conversion of temporary war units 
for veterans’ housing and their 
transportation to communities 
with the most pressing needs; the 
Congress has already appropri- 
ated funds for this purpose. 

The inflation in the price of 
housing is growing dailv. 

As a result of the housing 
shortage, it is inevitable that the 
present dangers of inflation in 
home values will continue unless 
the Congress takes action in the 
immediate future. 

Legislation is now pending in 
the Congress which would provide 
for ceiling prices for old and new 
houses. The authority to fix such 
is essential. With such 
authority, our veterans and other 
prospective home owners would 
be protected against a skyrocket- 
ing of home prices. The country 
would be protected from the ex- 
tension of the present inflation in 
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home values which, if allowed to! 


Where private industry cannot 


,Viduals for medical care. 


continue. will threaten not only ' build, the Government must step | pooling of medical costs, under a 


the stabilization program but our;in to do the job. The bill would | plan which permits each individ- | 


opportunities for attaining a sus- 
tained high ievel of home con- 
struction. | 

Such measures are necessary 
stopgaps—but only stopgaps. This 
emergency action, taken alone, is 
good—but not enough. The hous- | 
ing shortage did not start with the | 
war or with demobilization; it be- 
gan years before that and has 
steadily accumulated. The speed 
with which the Congress estab- 
lishes the foundation for a perma- 
nent, long-range housing program 
will determine how effectively we 
grasp the immense opportunity to 
achieve our goal of decent hous- 
ing and to make housing a major 
instrument of continuing prosper- 
ity and full employment in the 
years ahead. It will determine 
whether we move forward to a 
stable and healthy housing enter- 
prise and toward providing a de- 
cent home for every American 
family. 

Production:is the only fully ef- 





fective answer. To get the wheels 
turning, I have appointed an 
emergency housing expediter. I 
have approved establishment of 
priorities designed to assure an 
ampie share of scarce materials 
to builders of houses for which 
veterans will have preference. 
Additional price and wage adjust- 
ments will be made where neces- 
sary, and other steps will be 
taken to stimulate greater pro- 
duction of bottleneck items. I rec- 
cmmend consideration of every 
sound method for expansion in 
facilities for insurance of private- 
ly financed housing by the Fed- 
eral Housing Administration and 
resumption of previously author- 
ized low-rent public housing pro- 
jects suspended during the war. 

In order to meet as many de- 
mands of the emergency situation 
as possible, a program of emerg- 
ency measures is now being 
formuiated for action. These will 
include steps in addition to those 
already taken. As quickly as this 
program can be formulated, an- 
nouncement will be made. 

Last September I also outlined 
to the Congress the basic princi- 
ples of the kind of decisive, per- 
manent legislation necessary for a 
long-range housing program. 

These principles place para- 
mount the fact that housing con- 
struction and financing for the 
overwhelming majority of our 
citizens should be done by pri- 
vate enterprise. They contemplate 
also that we afford governmental 
ercouragement to privately fi- 
nanced house construction for 
families of moderate’ income, 
through extension of the success- 
ful system of insurance of hous- 
ing investment; that research be 
ulidertaken to develop better and 
cheaper methods of building 
homes; that communities be as- 
sisted in appraising their housing 
needs; that we commence a pro- 
gram of Federal aid, with fair lo- 
cal participation, to stimulate and 
promote the rebuilding and rede- 
velopment of slums and blighted 
areas—with maximum use of pri- 
vate capital. It is equally essential 
that we use public funds to assist 
families of low income who could 
not otherwise enjoy adequate 
housing, and that we quicken our 
rate of progress in rural housing. 


Legislation now under consid- 
eration by the Congress provides 
for a comprehensive attack jointly 
by private enterprise, State and 
local authorities, and the Federal 
Government. This legislation 
would make permanent the Na- 
tiona] Housing Agency and give it 
authority and funds for much 
needed technical and economic re- 
search. It would provide addi- 
tional stimulus for privately fi- 
nanced housing construction. This 
stimulus consists of establishing a 
new system of yield insurance to 
encourage large-scale investment 
in rental housing and broadening 
the insuring powers of the Federal 
Housing Administration and the 














lending powers of the Federal 
savings and loan associations, 


encourage expansion in housing 
available for the lowest income 
groups by continuing to provide 
direct subsidies for low-rent hous- 
ing and rural housing. It would 
facilitate land assembly for urban 
redevelopment by loans and con- 
tributions to local public agencies 
where the localities do their share. 

Prompt enactment of permanent 
housing legislation along these 
lines will not interfere with the 
emergency action already under 
way. On the contrary, it would lift 
us out of a potentially perpetual 
state of housing emergency. It 
would offer the best hope and 
prospect to millions of veterans 
and other American families that 
the American system can offer 
more to them than temporary 
makeshifts. 

I have said before that the peo- 
ple of the United States can be 
the best housed people in the 
world. I repeat that assertion, and 
I welcome the cooperation of the 
Congress in achieving that goal. 


(j) Social security and health 

Our Social Security System has 
just celebrated its tenth anniver- 
sary. During the past decade this 
program has supported the wel- 
fare and morale of a large part of 
our people by removing some of 
the hazards and hardships of the 
aged, the unemployed, and wid- 
ows and dependent children 

But, looking back over 10 years’ 
experience and ahead to the fu- 
ture, we cannot fail to see defects 
end serious inadequacies in our 
system as it now exists. Benefits 
are in many cases inadequate; a 
great many persons are excluded 
from coverage; and provision has 
not been made for social insur- 
auce to cover the cost of medical 
care and the earnings lost by the 
sick and the disabled. 

In the field of old-age security, 
there seems to be no adequate rea- 
son for excluding such groups as 
the self-employed, agricultural 
and domestic workers, and em- 
ployes of nonprofit organizations. 
Since many of these groups earn 
wages too low to permit signifi- 
cant savings for old age, they are 
in special need of the assured in- 
come that can be provided by old- 
age insurance. 

We must take urgent measures 
for the readjustment period ahead. 
The Congress for some time has 
been considering legislation de- 
signed to supplement at Federal 
expense, during the immediate re- 
conversion period, compensation 
payments to the unemployed. 
Again I urge the Congress to en- 
act legislation liberalizing unem- 
ployment compensation benefits 
and extending the coverage. Pro- 
viding for the sustained consump- 
tion by the unemployed persons 
and their families is more than a 
welfare policy; it is sound eco- 
nomc policy. A sustained high 
level of consumer purchases is a 
basic ingredient of a prosperous 
economy. : 

During the war, nearly 5 mil- 
lion men were rejected for mili- 
tary service because of physical 
or mental defects which in many 
cases might have been prevented 
or corrected. This is shocking evi- 
dence that large sections of the 
population are at substandard lev- 
els of health. The need for a pro- 
gram that will give everyone op- 
portunity for medical care is ob- 
vious. Nor can there be any seri- 
ous doubt of the Government’s 
responsibility for helping in this 
human and social problem. 

The comprehensive health pro- 
gram which I recommended on 
Nov. 19, 1945, will require sub- 
stantial additions to the Social Se- 
curity System and, in conjunction 
with other changes that need to be 
made, will require further con- 
sideration of the financial basis for 
social security. The system of pre- 
puid medical care which I have 
recommended is expected even- 
tually to require amounts equiva- 


| ual-to make a free choice of doc- 
|tor and hospital, would assure 
| that individuals receive adequate 
treatment and _ hospitalization 
when they are faced with emer- 
gencies for which they cannot 
budget individually. In addition, I 
recommended insurance benefits 
to replace part of the earnings lost 
| through temporary sickness and 
permanent disability. 


Even without these proposed 
major additions, it would now be 
time to undertake a thorough re- 
consideration of our social secur- 
ity laws. The structure should be 
expanded and liberalized. Provi- 
sion should be made for extending 
coverage credit to veterans for the 
period of their service in the 
armed forces. In the financial pro- 
visions we must reconcile the ac- 
tuarial needs of social security, 
including health insurance, with 
the requirements of a revenue 
system that is designed to pro- 
mote a high level of consumption 
and full employment. 


(k) Education 

Although the major responsibil- 
ity for financing education rests 
with the States, some assistance 
has long been given by the Fed- 
eral Government. Further assist- 
ance is desirable and essential. 
There are many areas and some 
whole States where good schools 
cannot be provided without im- 
posing an undue local tax burden 
on the citizens. It is essential to 
provide adequate elementary and 
secondary schools everywhere, 
and additional educational oppor- 
tunities for large numbers of peo- 
ple beyond the secondary level. 
Accordingly, I repeat the proposal 
of last year’s Budget Message that 
the Federal Government provide 
financial aid to assist the States in 
assuring more nearly equal op- 
portunities for a good education. 
The proposed Federal grants for 
current educational expenditures 





improving the educational system 
where improvement is most need- 
ed. They should not be used to re- 
place existing non-Federal ex- 
penditures, or even to restore 
merely the situation which exist- 
ed before the war. 


In the future we expect incomes 
considerably higher than before 
the war. Higher incomes should 
make it possible for State and 
local governments and for indi- 
viduals to support higher and 
more nearly adequate expendi- 
tures for education. But inequality 
among the States will still re- 
main, and Federal help will still 
be needed. 


As a part of our total public 
works program, consideration 
should be given to the need for 
providing adequate buildings for 
schools and other educational in- 
stitutions. In view of current ar- 
rears in the construction of educa- 
tional facilities, I believe that leg- 
islation to authorize grants for 
educational facilities, to be 
matched by similar expenditures 
by State and local authorities, 
should receive the favorable con- 
sideration of the Congress. 

The Federal Government has 
not sought, and will not seek, to 
dominate education in the States. 
It should continue its historic role 
of leadership and advice and, for 
the purpose of equalizing educa- 
tional opportunity, it should ex- 
tend further financial support to 
the cause of education in areas 
where this is desirable. 


(l) Federal Government personnel 

The rapid reconversion of the 
Federal Government from war to 
peace is reflected in the demobil- 
ization of its civilian personnel. 
The number of these employees in 
continental United States has been 
‘reduced by more than 500,000 
| from the total of approximately 
| 2,900,000 employed in the final 
|months of the war. I expect that 
| by next June we shall have made 





lent to 4% of earnings up to $3,600 | a further reduction of equal mag- 


a year, which is about the average 


of present expenditures by indi-'tinuing reductions during the next Philippines. This will be not only ° 


nitude and that there will be con- 


The | fiscal year. 


should be made for the purpose of: 





i Of the s 
time agencies now remaining, only 
a few are expected to continue 
actively into the next fiscal year. 


At the same time that we have | 
| curtailed the number of employ- 


ees, we have shortened the work- 
week by one-sixth or more 
throughout the Government and 
have restored holidays. The proc- 
ess of readjustment has been 
complicated and costs have been 
increased by a heavy turn-over 
in the remaining personnel—par- 
ticularly by the loss of some of 
our best administrators. Thou- 
sands of war veterans have been 
reinstated or newly employed in 
the civil service. Many civilians 
have been transferred from war 
agencies to their former peace- 
time agencies. Recruitment stand- 
ards, which had to be relaxed 
during the war, are now being 
tightened. 

The elimination last autumn of 


; overtime work for nearly all Fed- 


eral employees meant a sharp cut 
in their incomes. For salaried 
workers, the blow was softened 
but by no means offset by the in- 
creased rates of pay which had 
become effective July 1. Further 
adjustments to compensate for in- 
creased living costs are required. 
Moreover, we have long needed a 
general upward revision of Fed- 
eral Government salary scales at 
all levels in all branches—legisla- 
lative, judicial, and_ executive. 
Too many in Government have 
had to sacrifice too much in eco- 
nomic advantage to serve the Na- 
tion. 

Adequate salaries will result in 
economies and improved effi- 
ciency in the conduct of Govern- 
ment business—gains that will far 
outweigh the immediate costs. I 
hope the Congress will expedite 
action on salary legislation for all 
Federal employees in all branches 
of the Government. The only ex- 
ception I would make is in the 
case of workers whose pay rates 
are established by wage boards; 
a blanket adjustment would de- 
stroy, the system. by which their 
wages are kept alined with pre- 
vailing rates in particular local- 
ities. The wage boards should be 
sensitive now, as they were dur- 
ing the war, to changes in local 
prevailing wage rates and should 
make adjustments accordingly. 

I hope also that the Congress 
may see fit to enact legislation for 
the adequate protection of the 
health and safety of Federal em- 
ployees, for their coverage under 
a system of unemployment com- 
pensation, and for their return at 
Government expense to. their 
homes after separation from war- 
time service. 


(i) Territories, insular posses- 
sions, and the District of Columbia 
The major governments of the 
world face few problems as im- 
portant and as perplexing as those 
relating to dependent peoples. 
This Government is committed to 
the democratic principle that it 
is for the dependent peoples them- 
selves to decide what their sta- 
tus shall be. To this end I asked 
the Congress last October to pro- 
vide a means by which the people 
of Puerto Rico might choose their 
form of government and ultimate 
status with respect to the United 
States. I urge, too, that the Con- 
gress promptly accede to the 
wishes of the people of Hawaii 
that the Territory be admitted to 
statehood in our Union, and that 
similar action be taken with re- 
spect to Alaska as soon as it is 
certain that this is the desire of 
the people of that great Territory. 
The people of the Virgin Islands 
should be given an _ increasing 
measure of self-government. 


We have already determined 
that the Philippine Islands are to 
be independent on July 4, 1946. 
The ravages of war and enemy 
occupation, however, have placed 
a heavy responsibility upon the 
United States. I urge that the 
Congress complete, as promptly 
and as generously as may be pos- 
sible, legislation which will aid 
economic rehabilitation for the 
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pecial war--a just acknowledgment of the 


loyalty of the people of the Philip- 
pines, but it will help to avoid the 
economic chaos which otherwise 
will be their heritage from our 
common war. Perhaps no evept 
in the long centuries of colonial- 
ism gives more hope for the pat- 
tern of the future than the inde- 
pendence of the Philippines. 

The District of Columbia, be- 
cause of its special relation to the 
Federal Government, has béen 
treated since 1800 as a dependent 
area. We should move toward a 
greater measure of local self- 
government consistent with the 
constitutional status of the District. 
We should take adequate steps to 
assure that citizens of the United 
States are not denied their fran- 
chise merely because they reside 
at the Nation’s Capital. 


Ill. The Budget for the Federal 
Program for the Fiscal 
Year 1947 
Summary of the Budget 


For the first time since the fis~ 
cal year 1930 the Budget for the 
next fiscal year will require no 
increase in tne national debt. 

Expenditures of all kinds, au- 
thorized and recommended in the 
next year are estimated at just 
above 35.8 billion dollars. Net 
receipts are estimated at 31.5 bil- 
lion dollars. The estimated differ- 
ence of 4.3 billion dollars will be 
met by a reduction in the very 
substantial balance which will be 
in the Treasury during the next 
fiscal year. 

A large part of the activities 
outside defense and war liquida- 
tion, aftermath of war, and inter- 
national finance, classified as 
“other activities” in a following 
table, is still due to repercussions 
of the war. These “other activi- 
ties’’ include more than 2 billion 
dollars for aids to agriculture and 
net outlays for the Commodity 
Credit Corporation—almost double 
the expenditures for the same 
purposes in prewar years. This 
increase is due mainly to expen- 
ditures for purposes of price sta- 
bilization and price support re- 
sulting from the war food produc- 
tion program. Other increases in 
this category are due to the fact 
that certain wartime agencies now 
in the process of liquidation are 
included in this group of activi- 
ties. If all expenditures for those 
activities which are directly or 
indirectly related to the war are 
excluded, the residual expendi- 
tures are below those for corre- 
sponding activities in prewar 
years. In making this comparison 
account should be taken of the fact 
that while prewar expenditures 
were affected by direct relief and 
work relief for the unemployed, 
the postwar budgets are affected 
by the considerable increase in 
pay rates and other increases in 
costs and prices. 

To elaborate, the Budget, as I 
have remarked above, reflects on 
both sides of the ledger the Gov< 
ernment’s program as recom- 
mended by the Executive. It in- 
cludes estimates not only of ex- 
penditures and receipts for which 
legislative authority already ex- 
ists, but also of expenditures and 
receipts for which authorization 
is recommended. 

The Budget total for the next 
fiscal year, the year that ends on 
June 30, 1947, is estimated at just 
above 35.8 billion dollars—about 
a third of the budgets for global 
war, although nearly four times 
the prewar budgets. This estimate 
is based on the assumption that a 
rapid liquidation of the war pro- 
gram will be associated with — 
rapid reconversion and expansion 
of peacetime production. The 
total includes net outlays of Gov- 
ernment corporations. 

The estimated expenditures in 
the next and current fiscal year 
compare as follows with those of 
a year of global war and a pre- 
war year (see page 450). 

Although allowances for occu< 








pation, demobilization, and de- 

fense are drastically reduced in 

the fiscal year 1947, they will still 
(Continued on page 450) 
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Text of Truman’ s Message on State of Union and 1947 Fiscal Year Budget 


(Continued from page 449) 
Total Budget 
expenditures 
(in millions) 
$35,860 
67,229 
"3945 100,031 
940_ ees 9,252 


smount to 42% of the total Budg- 
et. The so-called “aftermath of 
var” expenditures account for a 
further 30% of the total. The 
total of all other programs, which 
as drastically cut during the 
ar. is increasing again as liqui- 
ation of the war program pro- 


t iscal 
year 
1947_ 
946 


emphasis is 
objec- 


ceeds and renewed 
placed on the peacetime 
'tives of the Government. 

On the other side of the ledger, 
net receipts are estimated at 31.5 
billion dollars. This estimate as- 
sumes that all existing taxes will 
continue all through 
year 1947. Included are the ex- 
traordinary receipts from the dis- 
posal of surplus property. 

As a result, estimated expendi- 
tures will exceed estimated re- 
ceipts by 4.3 billion dollars. This 
amount can be provided by a re-| 
duction in the cash balance in the 


Federal Budget Expenditures and Budget Receipts 


cluding net outlays 


of Government corporations and credit agencies 


(based on existing and proposed legislation ) 
(In Millions) 


<penditures: 
Defense, war, 
Aftermath of war: 
Internat’! finance (incl. 
Other activities 


Veterans, 


and war liquidation 
interest, 
proposed legislation) 


— Fiscal Year —— 
1946 1947 
$49,000 
10.813 
2,614 
4,552 


refunds 
2,754 
5,813 


Activities based on proposed les gislation ‘(ex- 


cluding international finance) 


Total expenditures 
ceipts (net) - 


Excess of expenditures 


reasury. 
ied of increasing public debt re- 
sulting from depression 
end war budgets, it is anticipated 
‘at no increase in the Federal 
ebt will be required next year. 
The current fiscal year, 1946, | 
is a year of transition. 
year opened, in July 
-were still fighting a major 
end Federal expenditures 
yunning at an annual rate of 
about 100 billion dollars. By June 
1946 that rate will be more than 
cut in half. The Budget total for 
dhe current fiscal year is now es- 
timated at 67.2 billion dollars, of 
which more than two-thirds pro- 
Vides for war and war liquidation. | 
Since net receipts are estimated at | 
°8.6 billion dollars, there will be 
an excess of expenditures of 28.6 
‘billion dollars for the current fis- 
cal year. 


1945, we 
war, 


For all programs discussed in | 


this Message I estimate the total 
of Budget appropriations and au- 
thorizations (including reappro- | 
yriations and permanent appro- | 
priations) at 30,982 million dol- 
Jars for the fiscal year 1947. Of 
this amount, present permanent 
appropriations are expected to 
provide 5,755 million dollars, 
being ow f for interest. This 
eaves 24,224 million dollars to be 


yaade available through new ap- | 


} copriations, exclusive of appro- 


Thus, after a long pe-, 


budgets 


When the | 


were | 


250 1,500 


$35,860 
31,513 


$67,229 
38,609 


$28,620 $4,347 


priations to liquidate contract au- 
|thorizations; 900 million dollars 
in new contract authorizations; 
and 103 million dollars through 
ithe reappropriation of unliqui- 
|dated balances of previous appro- 
priations. The _ appropriations 
needed to liquidate contract au- 
thorizations are estimated at 1,113 
/million dollars. 

In the Budget for the year 
| ahead only over-all estimates are 
included at this time for the 
major war agencies and for net 
‘outlays of Government corpora- 
tions. Detailed recommendations 
will be transmitted in the spring 
for the war agencies; and the 
_business-type budgets of Govern- 
ment corporations will likewise 
'be transmitted in accordance with 
'the recently adopted Government 
| Corporation Control Act. 

| Similarly, only over-all esti- 
mates are provided for new pro- 
grams recommended in this Mes- 
sage; detailed recommendations 
will be transmitted after author- 
| izing legislation has been enacted. 


|It should be recognized that many | 
of the estimates for new programs | 


recommended in this Message are 
initial year figures. 
will be affected by the date the 


legislation is enacted and by the | war 


needed for getting a pro- 
gram under way. New programs, 
such as that for a national re- 


| time 


THE GOVERNMENT'S BUDGET AND THE NATION’S BUDGET 


Calendar Year 


1944 and October-December 1945 


(In Billions) 


Calendar year 1944 
(global war) 


Zconomic group 


Expen- ( 


Consumers 
come after taxes 
_spenditures ae 


Receipts d 
$134 


cess of receipts, 

Business 

iiistrib. profits and reserves 
£088 capital formation: 

Domestic 

Net exports 


savings (+) 


Total, gross cap. formation 
cess of receipts | 
‘al formation ( ) 
State and Local Gove rnment 
ceipts from the public, othe: 
than borrowing 

‘oyments to the public 


+) or capi- 


cess of receipts (+ ' 

Federal Govern:nent— 
L-ceipts from the public, other 
than borrowing 
ayments to the public 

cess of payments {-—) 

ess: Adjustments - 

Total: Gross Nat'l Product— 
eceipts 

penditures 


lance Siena 


NOTE—See corresponding table in part III, 


» planations. 


October-December 1945 

(start of reconversion) 

(in seasonally adjusted 
ennual rates! 

Excess 

Expen- (+), def- 

ditures icit ‘—) 


Exess 
», def- 
icit (—-' Receivts 
$132 
$98 $107 


itures 


the fiscal | 


$15,000 | 
10,793 | 


light of the 
_a whole. The relationship between 
| the receipts, 


‘and government is shown in the 


search agency, will require larger 
amounts in later years. The es- 
|timates exclude major elements 
lof the proposed national health 
| program since the greater part of | 
| these will be covered by expendi- 
|tures from trust funds. 

The Budget total includes ex- 
|penditures for capital outlay as 
well as for current operations. 
An estimated 1,740 million dollars 
| will be expended in the fiscal 
| year 1947 for direct Federal pub- 
| lic works and for loans and grants 

| for public works. 


'The Economic Impact of the 
Liquidation of the War 
Program 

Government programs are of 
such importance in the develop- 
ment of production and employ- 
ment opportunities—domestic and 
international—that it has become 
essential to formulate and con- 
sider the Federal Budget in the 
Nation’s budget as 


expenditures, and 
savings of consumers, business, 
accompanying table. 

Considering the whole Nation, 
total expenditures must equal the | 
total receipts, because what any 
individual or group spends be- 
comes receipts of other individ- 
uals or groups. Such equality 
can be achieved on either a high 
level of incomes or on a low or 
depression level of incomes. 

Tremendous orders for muni- 
tions during the war shifted pro- 
duction and employment into high 
gear. Total goods produced and 
services rendered for private as 
well as for Government purposes 
—the Nation’s budget — reached 
about 200 billion dollars in the 
calendar year 1944. Federal, State, 
and local government expendi- 
tures represented half of this 
total. 

Corresponding estimates for the 
past 3 months depict the national 
economy in the process of demo- 
bilization and reconversion. 

The wartime annual rate of 
Federal expenditures has been re- 


duced by 32 billion dollars, while 


the Nation’s budget total has 
dropped only half as much. The 
drop in total value of production 
and services has been less drastic 
because increasing private activi- | 


These figures | ties have absorbed in large meas- 


ure the manpower and materials | 
released from war production and | 
services. 

The largest increase in private | 
/activities has occurred in business 
investments, which include resi- 
dential and other construction, pro- | 
ducers’ durable equipment, accu- 
'mulation of inventories, and net | 
exports. Under’ conditions. of 
global war, expenditures for pri- 
vate construction and equipment | 
were held to a minimum and in- 
ventories were depleted. With the 
beginning of reconversion these | 
developments have been reversed. | 
Residential construction and out- 
lays for plant and equipment are 
on the increase; inventories, too, 
,are being replenished. Interna- 
tional transactions (excluding 
_lend-lease and international relief, 
|which are included under war 


be arveengentad showed an import 


*Excludes exports for lend-lease and relief which are included in Federal Govern- 


ment expenditures. 


*Mainly government expenditures for other than 


goods and services, such as mus- 


"ing-out pay and unemployment compensation 


page 728, for detailed estimates and 


surplus under conditions of global | 
war. In the past 3 months private | 
exports have been slightly in ex- 
_cess of imports, for the first time 
since 1941. 
Consumers’ budgets show a | 
| significant change. On the income 
side, their total has declined but | 
‘little because the reduction in| 
| “take- -home” pay of war workers | 
| is, to a large extent, offset for the 
| time being by the mustering-out | 
| payments received by war veter- 
‘ans and by unemployment com- 


0) pensation received by the unem-_ 


ployed. On the expenditure side, 
however, consumers’ budgets, re- 
| stricted during the war, have in- | 
| creased substantially as a result 
‘of the fact that scarce goods are) 
' beginning to appear on the mar- | 


ifrom war 


| released 
| war work. 


| war 
economy 
'not thrown 


'evenness in 


|} ers 


| only 
‘requirements of the ensuing year, 


| years’ 


fiscal year 
| be expected to be reduced to less 


| property 


ket and wartime restraints are 
disappearing. Thus, consumers’ 
current savings are declining sub- 
stantially from the extraordinarily 


high wartime rate and some war- | 
time savings are beginning to be | 


used for long-delayed purchases. 

Unemployment has _ increased 
less than was expected during this 
first period of demobilization and 
reconversion. It is true that 6 
million men and women have 
been discharged from the armed 
forces since May 1945 and more 
than 5 million have been laid off 
work. On the other 
hand, more than a million civil- 
ians have been enlisted in the 
armed forces, a considerable num- 
ber of war veterans have not im- 
mediately sought jobs, and many 
war workers, especially women, 
have withdrawn from the labor 
force. In addition, many indus- 
tries, and especially service trades 
which were undermanned during 
the war, are beginning now, for 
the first time in 
an adequate labor force. The re- 
duced workweek has also con- 
tributed to the absorption of those 
from war service and 


in general, the drastic cut in 
programs has thrown the 
into lower gear: it has 
it out of gear. Our 
machine demonstrates 
remarkable resiliency, although 
there are many difficulties that 
must stil! be overcome. The rapid 
termination of war _ contracts, 
prompt clearance of unneeded 
Government - owned equipment 
from private plants, and other re- 
conversion policies have greatly 
speeded up the beginning of 
peacetime work in reconverted 
plants. 

Aithough the first great shock 
of demobilization and war-work 
termination has thus been met 
beiter than many observers ex- 
pected, specific industries and 
specific regions show much un- 
the progress of re- 


economic 


conversion. 

The Quarterly Report of the Di- 
rector of War Mobilization and 
Reconversion analyzes the diffi- 


cuities in recruiting personnel and | 


obiaining materials that hamper 
reconversion in certain industries 


,and proposes policies to deal with 


these situations. The lack of ade- 
quate housing is one of the main 
factors checking the flow of work- 
into areas where job oppor- 


| tunities exist. 
|'Federal Revenue, Borrowing, 


and the Public Debt 
1. Financial Requirements and 
Tax Policy 
Recommendations for tax legis- 
lation should be considered 
in the light of the financial 


but also in the light of future 
financial requirements and 
a tull consideration of economic 
conditjons. 

Expenditures are estimated at 
nearly 36 billion dollars in the 
1947; they can hardly 


than 25 billion dollars in subse- 
quent years. Net receipts in the 
fiscal year 1947 are estimated at 
31.5 billion dollars. 

Included in this estimate are 2 
billion dollars of receipts from 
disposal and rental of surplus 
and 190 million dollars 
of receipts from renegotiation of 
wartime contracis. These sources 


of receipts will disappear in fu-| 
Tax collections for | 


ture years. 
the fiscal year 1947 also will not 
yet fully reflect the reduction in 
/corporaie tax liabilities provided 


} Year 


| ployment 


years to recruit | 


not | 


It the 
the 


in the Revenue Act of 1945. 
extraordinary receipts from 


, disposal of surplus property and 


renegotiation of contracts be dis- 
regarded, and if the tax reduc- 
tions adopted in the Revenue Act 
of 1945 were fully effective, pres- 
ent tax rates would yield about 
27 billion dollars. 

These estimates for the fiscal 
1947 are based on the as- 
sumption of generally favorable 


| business conditions but not on an 
| income 


reflecting full employ- 
ment and the high productivity 
that we hope to achieve. In fu- 
ture years the present tax system 
in conjunction with a full em- 
level of national in- 
come, could be expected to yield 


‘more than 30 billion dollars, which 


is substantially above the antici- 
pated peacetime level of expendi- 
tures. 

In view of the still extraordi- 
narily large expenditures in the 
coming year and continuing infla- 
tionary pressures, I am making 
no recommendation for tax re- 


_duction at this time. 


We have already had a substan- 
tial reduction in taxes from war- 
time peaks. The Revenue Act of 
1945 was a major tax-reduction 
measure. It decreased the total 
tax load by more than one-sixth, 


jan amount substantially in excess 


of the reductions proposed by the 
Secretary of the Treasury to con- 
gressiona! tax committees in Oc- 
tober, 1945, These proposed re- 
ductions were designed to en- 
courage reconversion and peace- 
time business expansion. 
The possibility of further 
reductions must depend on the 
budgetary situation and the eco- 
nomic situation. The level of an- 
ticipated expenditures for the 
fiscal year 1947 and the volume 
of outstanding public debt require 
the maintenance of large revenues. 
Mecreover, inflationary pressures 
still appear dangerously power- 
ful, and ill-advised tax reduction 


| would operate to strengthen them 


still further. 

My decision not to recommend 
additional tax reductions at this 
timé is made in the light of ex- 
isting economic conditions and 
prospecis. 

2. Borrowing and the Public Debt 

The successful conclusion of the 
Victory loan marked the end of 
war borrowing and the beginning 
of the transition to postwar debt 
management. 

Because of the success of the 
Victory loan, I am happy to re- 
port that the Treasury will not 
need to borrow any new money 
from the public during the re- 
mainder of the present fiscal year 
except through regular sales of 
savings bonds and savings notes. 
Furthermore, a part of the large 


/cash balance now in the Treasury 


will be used for debt redemption 
so that the public debt which now 
amounts to about 278 billion dol- 
lars wili decrease by several bil- 
lion dollars during the next 18 
months. The present statutory 
debt limit of 300 billion dollars 
will provide an ample margin for 
all of the public-debt transactions 
through the fiscal year 1947. The 
net effect of the excess of expend- 
itures and debt redemption on the 
Treasury cash balance, as com- 
pared with selected previous years, 
is shown in the table below: 


Although the public debt is ex- 
pected to decline, a substantial 
volume of refinancing will be re- 
quired, because of the large vol- 
ume of maturing obligations. Re- 
demptions of savings bonds also 
have been running high in recent 


| Excess of Budget Expenditures, the Public Debt, and the Treasury 
Cash Balance in Selected Years 


(In billions) 


Fiscal year— 


July-Dec. 1945 
Jan.-June 1946 


Excess of Budget 
expenditures 
over receipts 


Public debt balance 
At end of period 


$43.0 $1.9 
258.7 24.7 


278.1 26.0 
275.0 11.9 
271.0 3.2 
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months and are expected to re-| 
main large for some time. The} 
issuance of savings bonds will be} 
continued. These bonds represent | 
a convenient method of invest- 
ment for small savers, and also an 
anti-inflationary method of refi- 
nancing. Government agencies 
and trust funds are expected to 
buy about 2.5 billion dollars of 
Government securities during the 
next 6 months, and 2.8 billion 
dollars more during the fiscal 


year 1947. Through these and 
other debt operations, the dis- 
tribution of the Federal debt 


among the various types of public 
and private owners will change, 
even though the total is expected 
to decline. 

The interest policies followed 
in the refinancing operations will 
have a major impact not only 
on the provision for interest pay- 
ments in future budgets, but also 
on the level of interest rates pre- 
vailing in private financing. The 
average rate of interest on the 
debt is now a little under 2%. 
Low interest rates will be an im- 
portant force in promoting the 
full production and full employ- 
ment in the postwar period for 
which we are all striving. Close 
wartime cooperation between the 
Treasury Department and _ the 
Federal Reserve System has made 
it possible to finance the most ex- 
pensive war in history at low and 
stable rates of interest. This co- 
operation will continue. 

No less important than the level 
of interest rates paid on the debt 
is the distribution of its owner- 
ship. Of the total debt, more than 
half represents direct savings of 
individuals or investments of 
funds received from individual 
savings by life insurance compa- 
nies, mutual savings banks, sav- 
ings 4nd loan associations, private 
or Government trust funds, and 
otner agencies. 

Most of the remaining debt— 
more than 100 billion dollars—is 
held by ithe commercial banks and 
the Federal Reserve banks. Heavy 
purchases by the banks were nec- 
essary to provide adequate funds 
to finance war expenditures. A 
considerable portion of these obli- 
vations are short-term in char- 
acter and hence will require re- 
financing in the coming months 
and years. Since they have been 
purchased out of newly created 
bauik funds, continuance of the 
present low rates of interest is en- 
tirely appropriate. To do other- 
wise would merely increase bank 
profits at the expense of the tax- 
payer. 


The 275-billion-dollar debt 
poses a problem that requires 
careful consideration in the de- 


termination of financial and eco- 
nomic policies. We have learned 
that the problem, scrious as it is, 
can be managed. Its management 
will require determined action 
to keep our Federal Budget in 
order and to relate our fiscal pol- 
icies to the requirements of an 
expanding economy. The more 
successful we are in achieving 
full production and full employ- 
ment the easier it will be to man- 
age the debt and pay for the debt 
service. Large though the debt is, 
it is within our economic capacity. 
The interest charges on it amount 
to but a small proportion of our 
national income. The Govern- 
ment is determined, by a resolute 
policy of economic stabilization, 
to protect the interests of the 





millions of American citizens who 
have invested in its securities. 
During the past 6 months the 
net revenue receipts of the Fed-' 
eral Government have been about: 
20 billion dollars, almost as much 
as during the closing 6 months 
of 1944 when the country was 
still engaged in all-out warfare. 
The high level of these receipts 
reilects the smoothness of the re- 
conversion and particularly the 
strength of consumer demand, But 
the receipts so far collected, it 
must be remembered, do not re- 
flect any of the tax reductions 
made by the Revenue Act of 1945. 
These reductions will not have 
their full effect on the revenue 





collected until the fiscal year 1948. 

It is good to move toward a 
balanced budget and a start on 
the retirement of the debt at a 
time when demand for goods is 
strong and the business outlook 
is good. These conditions prevail 
today. Business is good and there 
are still powerful forces working 
in the direction of inflation. This 
is not the time for tax reduction. 


Recommendations for Spe- 
cific Federal Activities 
1. War Liquidation and National 
Defense ‘ 
(a) War expenditures 

The fiscal vear 1947 will see a 
continuance of war liquidation 
and occupation. During this pe- 
riod we shall also lay the founda- 
tion for our peacetime system of 
national defense. 

in the fiscal year that ended on 
June 30, 1945, almost wholly a 
period of global warfare, war ex- 
penditures amounted to 90.5 bil- 
lion dollars. For the fiscal year 
1946 war expenditures were orig- 
inaliy estimated at 70 billion dol- 
lars. That estimate was made a 
year ago while we were still en- 
gaged in global warfare. After 
victory over Japan this estimate 
was revised to 50.5 billion dollars. 
Further cut-backs and accelerated 
demobilization have made pos- 
siple an additional reduction in 
the rate of war spending. Dur- 
ing the first 6 months 32.9 bil- 
lion dollars were spent. It is now 
estimated that 16.1 billion dollars 
will be spent during the second 
6 inonths, or a total of 49 billion 
dollars during the whole fiscal 
year. 

For the 1947 it is 
that ex- 


fiscal year 
estimated, tentatively, 
penditures for war liquidation, 
for occupation, and for national 
defense will be reduced to 15 bil- 
lion dollars. The War and Navy 
Departments are expected to 
spend 13 billion dollars; expendi- 
tures of other agencies, such as 
the United States Maritime Com- 
mission, the War Shipping Ad- 
ministration, and the Office of 
Price Administration, and pay- 
ments to the United Nations Re- 
lief and Rehabilitation Adminis- 
tration are estimated at 3 billion 
dollars. Allowing for estimated 
net receipts of 1 billion dollars 
arising from war activities of the 
Reconstruction Finance Corpora- 
tion, the estimated total of war 
exvenditures is 15 billion dollars. 
At this time only a tentative 
break-dcwn of the total] estimate 
for war and defense activities can 
be indicated. 

An expenditure of 15 
dollars for war liquidation, oc- 
cupation. and national defense is 
a large sum for a year which be- 
gins 10 months after fighting has 
ended. It is 10 times our expendi- 
tures for defense before the war; 
it amounts to about 10% of our 
expected national income. This 
estimate reflects the immense job 
that is involved in winding up a 


billion 


global war effort and stresses the | 
victory | 


great responsibility that 
has placed upon this country. The 
large expenditures needed for our 
national defense emphasize the 
great scope for effective organiza- 
tion in furthering economy and 
efficiency. To this end I have re- 
cenily recommended to the Con- 
gress adoption of legislation com- 
bining the War and Navy Depart- 
ments into a single Department 
of National Defense. 

A large part of these expendi- 
tures is still to be attributed to 
the costs of the war. Assuming, 
somewhat arbitrarily, that about 
one-half of the 15-billion dollar 
outlay for the fiscal year 1947 is for 
war liquidation, aggregate expendi- 
tures by this Government for the 
Second World War are now esti- 


mated at 347 billion dollars 
through June 30, 1947. (See table 
A. part III, page 751.) Of this, 


about 9 billion dollars will have 
been recevered through renege- 
tiation and sale of surplus prop- 
erty by June 30, 1947; this has 
been reflected in the estimates of 
receipts. 





armed forces.—Demobilization of 
our armed forces is proceeding 
rapidly. At the time of victory in 
Europe, about 12.3 million men 
and women were in the armed 
forces; 7.5 million were overseas. 


armed forces bad been reduced to 
below 7 million. By June 30, 1946, 
they will number about 2.9 mil- 
lion, of whom 1.8 million will be 
incividuais enlisted and inducted 
after VE-Day. Mustering-out pay 
is a large item of our war liquida- 
tion expense; it will total 2.5 bil- 
lion dollars in the fiscal year 1946, 
and about 500 million dollars in 
the fiscal year 1947. 

In the fiscal year 1947 the 
strength of our armed forces will 
still be above the ultimate peace- 
time level. As I have said, War 
and , Navy: Department require- 
ments incicate a strength of about 
2 million in the armed forces a 
year from now. This is necessary 
to enable us to do our share in the 
occupation of enemy territories 
and in the preservation of peace 
in a troubled world. Expenditures 
for pay, subsistence, travel, and 
miscellaneous expenses of the 
armed forces, excluding muster- 
ing-out pay, are estimated at 5 
billion dollars. 

Contract settlement and surplus 
preperty disposal.—The winding 
up of war procurement is the sec- 


ond most important liquidation 
job. By the end of November a 
total of 301,000 prime contracts 


involving commitments of 64 bil- 
lion dollars had been terminated. 
Of this tutal, 67,000 contracts with 
commitments of 35 billion dollars 
remained to be settled. Termina- 
tion payments on these contracts 
are estimuted at about 3.5 billion 
dollars. 11 is expected that more 
than half of these terminated con- 
tracts will be settled during ihe 
current fiscal year, leaving pay- 
ments of about 1.5 billion dollars 
for the fiscal year 1947. 

Another important 
war supply liquidation is the dis- 
posal of surplus property. Muni- 
tions, ships, plants, installations, 
and supplies, originally costing 50 


mately be declared surplus. The 
sale value of this property will be 
far less than original cost and dis- 
posal expenses are estimated at 
10 to 15 cents on each dollar real- 
ized. Disposal units within ex- 
isting agencies have been organ- 


under the direction of the Surplus 
Property Administration. Over- 
| seas disposal activities have been 
centralized in the State Depart- 
ment to permit this program to 
be carried on in 
all foreign policy. Thus far only 
about 18 billion dollars of the ulti- 
mate surplus, including 5 billion 
dollars of unsalable aircraft, has 
been declared. Of this amount. 
2.3 billion dollars have been dis- 
posed cf, in sales yielding 600 
miliion dollars. The tremendous 
job of handling surplus 
will continue to affect Federal 
/expenditures and receipts for sev- 
eral years. 
| tiveness of surplus disposal oper- 
|ations will be of great importance 
|for the domestic economy as well 








jas for foreign economic policies. 


War supplies, maintenance, and 
relief.—Adequate provision for 


the national defense requires that | 
not be 


; we keep abreast of scientific and 
technical advances. The tenta- 


By the end of December, 1945, our | 


Demobilization and strength of | plies. 





aspect of 


billion dollars or more, will ulti-| 





enc | porations. 
ized to liquidate surplus property | 


Our naval combatant fleet | 
is threetimes its pre-Pearl Har-| 
bor tonnage. Our Merchant Ma-' 
rine is five times its prewar size. | 
The War Department has billions | 
of dollars worth of equipment and | 
supplies. Considerable mainte- | 
nance and repair expense is nec- | 
essary for the equipment which | 
we desire to retain in active status | 
or in war reserve. Expenses will | 
be incurred for winnowing the! 
stocks of surpluses, for preparing | 
lay-up facilities for the reserve 
fleets, and for storage of reserve 
equipment and supplies. 

Military expenditures in the 
current fiscal year include 650 
million dollars for civilian sup- 
plies for the prevention of starva- 
tion and disease in occupied areas. 
Expenditures on this account will 
continue in the fiscal year 1947. 
The war expenditures also cover 
the expenses of civilian adminis- 
tration in occupied areas. 

During the war, 15 cents of each 
dollar of our war expenditures 
was for lend-lease aid. With lend- 
lease terminated, I expect the di- 
rect operations under this pro- 
Sram to be substantially com- 
pleted in the current fiscal year. 
The expenditures estimated for 
the fiscal year 1947 under this 
program are mainly interagency 
taba Ni for past transac- 
ions. 


Relief and rehabilitation ex- 
penditures are increasing. It is 
imperative that we give all neces- 
Sary aid within our means to the 
people who have borne the rav- 
ages of war. I estimate that in 
the fiscal year 1946 expenditures 
for the United Nations Relief and 
Rehabilitation Administration wil] 
total 1.3 billion dollars and in the 
following year 1.2 billion dollars. 
Insofar as possible, procurement 
for this purpose will be from war 
surpluses. 


() Authorizations for war and 
national defense 

During.the war, authorizations 
and appropriations had to be 
enacted well in advance of obli- 
gation and spending to afford 
ample time for planning of pro- 
duction by the procurement serv- 
ices and by industry. Thus our 
cumulative war program author- 
ized in the period between July 
1, 1940 and July 1, 1945, was 431 


| billion dollars, including net war 


commitments of Government cor- 
Expenditures against 
those authorizations totaled 290 
billion dollars. This left 141 bil- 
lion dollars in unobligated au- 


| thorizations and unliquidated ob- 


line with over- | 


ligations. 
page 751.) 
With the end of fighting, it be- 


(See table A, part III, 


}came necessary to adjust war au- 
| thorizations to 


the requirements 
of war liquidation and continuing 


| national defense. Intensive review 


1 


satin’ VJ-day. 
, | ized war program is being brought 


of the war authorizations by both 
the executive and the legislative 
branches has been continued since 
As a result, the author- 


| more nearly into line with expen- 


} 
| 


} 


tive estimates for the fiscal vear | 


weapons in the 
siate, and some regular procure- 
|} ment of munitions which were de- 
veloped but not mass-produced 
| when the war ended. Expendi- 
j}tures for procurement and con- 


| struction will constitute one-third | 


| or less of total defense outlays, 
| compared to a ratio of two-ihirds 
| during the war years. 


1947 make allowance for military | °'°%S t+ eg 
‘research, limited procurement of | a Og the Congress voted 
developmental | #:, F- 7 to repeal 50.3 billion 


The speed and effec- | ditures. 


Rescissions and authorizations 
through the fiscal year 1946.— 
Readjusting the war program, as 
the Congress well knows, is not 
an easy task. Authorizations must 
not be too tight, lest we hamper 
necessary operations; they must 
too ample, lest we lose 
control of spending. Last Sep- 
tember, I transmitted to the Con- 
recommendations on the 


dollars of appropriations and au- 
thorizations. I found it necessary 
to veto this bill because it was 
used as a vehicle for legislation 
that would impair the reemploy- 
ment program. However, in or- 
der to preserve the fine work of 


‘the Congress on the rescissions, I 


The estimates also provide for | 


ithe 
| panded naval and merchant fleets, 


maintenance of our war-ex- | 


asked the Director of the Bureau 
of the Budget to place the exact 
amounts indicated for repeal in a 


| military installations, and stocks | nonexpendable reserve, and to 


lof military equipment and sup- advise the departments and agen- 





cies accordingly.. This has been 
done. 

In accord with Public Law 132 
of the Seventy-ninth Congress, [ 
have transmitted recommenda 
itons for additional rescissions for 
the current fiscal year of appro- 
priations amounting to 5.8 billion 
dollars and of contract authoriza- 
tions totaling 420 million dollars. 
The net reduction in authority to 
obligate will be 5.0 billion dollars, 
because, of the appropriations, 1.2 
billion dollars will have to be re= 
stored in subsequent years to 
liquidate contract authorizations 
still on the books. 

The appropriations recommend- 
ed for repeal include 2,827 million 
dollars for the Navy Department, 
1,421 million dollars for the War 
Department, 850 million dollars 
for lend-lease, 384 million dollars 
for the War Shipping Administra- 
tion, and 260 million dollars for 
the United States Maritime Com- 
mission. The contract authoriza- 
tions proposed for repeal are for 
the Maritime Commission. 

In addition, there are unused 
tonnage authorizations for con- 
struction of naval vessels now 
valued at 5.4 billion dollars. In 
September 1945, I suggested that 
this authority be reviewed by the 
appropriate committees of the 


Congress, and the Congress 
has moved to bar construc- 
tion under these _  authoriza- 


tions during the remainder of the 
fiscal year 1946. I propose to 
continue this prohibition in the 
Navy budget estimates for the 
fiscal year 1947 and now renew 
my recommendation that legisla- 
tion be enacted at the earliest 
time to clear the statute books of 
these authorizations. 

The amounts indicated for re- 
peal in H. R. 4407 and the further 
rescissions which I have recom- 
mended, excluding duplications 
and deferred cash payments on 
existing authorizations, represent 
a cut in the authorized war pro- 
gram of 60.8 billion dollars. The 
war authorizations will also be 
reduced 3.7 billion dollars by car- 
rying receipts of revolving ac- 
counts to surplus, by lapses, and 
by cancellation and repayment of 
commitments of the Government 
war corporations. 

On the other hand, supplemen- 
tal appropriations of 600 million 
dollars will be required for the 
United Nations Relief and Reha- 
bilitation Administration. 

.In the net, it is estimated that 
the cumulative authorized war 
and national defense program will 
amount to 368 billion dollars on 
June 30, 1946. Expenditures of 
49 billion dollars during the fiscal 
year 1946 will have pushed cumu- 
lative expenditures to 339 billion 
dollars. The unexpended balances 
will be down to 28 billion dollars 
on June 30, 1946. 


New authorizations for national 
defense and war liquidation in the 
fiscal year 1947.—The expendi- 
tures of 15 billion dollars for na- 
tional defense and war liquidation 
in the fiscal year 1947 will be 
partly for payment of contractual 
obligations incurred in.the past, 
and partly for the payment of 
new obligations. The unexpend- 
ed balances on Juné 30, 1946, will 
be scattered among hundreds of 
separate appropriations. Thus, 
while some appropriation ac- 
counts will have unused balances, 
others will require additional ap- 
propriations. , 

It is estimated that authoriza- 
tions to incur new obligations of 
11,772 million dollars will be 
needed during the fiscal year 
1947, mainly for the War and 
Navy Departments. Of the re- 
guired authorizations, 11,365 mil- 
lion dollars will be in new appro- 
priations, 400 million dollars in 
new contract authority, and 7 mil- 
lion dollars in reappropriations of 
unobligated balances. In addition, 
appropriations of 825 million dol- 
lars will be needed to Hquidate 
obligations under existing con- 
tract authorizations. 

Takihg into account the ten- 
tative authorizations and expendi- 


(Continued on page 452) 
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tures estimated for the fiscal year 
1947, and offsets of 3 billion dol- 
lars in war commitments of Gov- 
ernment corporations, the cumu- 
lative authorized war and nation- 
al defense program on June 30, 
1947, will be 376 billion dollars, 
total expenditures, 354 billion dol- 
lars; and unexpended balances, 22 
billion dollars. 

The 22 billion dollars of unex- 
pended balances tentatively indi- 
cated as of June 30, 1947, com- 
prise both unobligated authoriza- 


tions and unliquidated obligations. 
Most of the unliquidated obliga- | \ 
transactions | volve additional expenditures es- 


tions result from 
booked during the war years. A 
large part of the 22 billion dollars 
would never be spent even if not, 
repealed, for the appropriations | 
will lapse in due course. For ex- 
ample, several billion dollars of | 
these unliquidated obligations | 
represent unsettled inter- and | 
intra-departmental agency ac-| 
counts for war procurement. Leg- | 
islation is being requested to fa- 
cilitate the adjustment of some of | 
these inter-agency accounts. An- | 
other 6 billion dollars is set aside | 
for contract termination pay-| 
ments. If contract settlement costs | 
continue in line with recent ex- 
perience, it is likely that part of 
the 6 billion dollars will remain | 
unspent. | 
On the other hand, some of the | 
22 billion dollars would be avail- | 
able for obligation and expendi- | 
ture unless impounded. In certain | 
appropriations, such as those for | 
long-cycle procurement, consider- | 
able carry-over of unliquidated | 
obligations into future years isto be 
expected and is necessary. How- 
ever, substantial further rescis- 
sions can and should be made 
when the war liquidation program 


tapers off and budgetary require- | 


ments for national defense are 
clarified. As I have said, I shall 
ccntinue to review the war au- 
thorizations and from time to 
time recommend excess balances | 
for repeal. 

As in recent years, detailed rec- | 
ommendations concerning most) 
appropriations for the national | 
defense program are postponed 
until the spring. In connection 
with the war activities of the 
United States Maritime Commis- 
sion and certain other agencies, 
however, I now make specific rec- 
ommendations for the fiscal year 
1947. No additional authoriza- 
tions or appropriations will be 
necessary for the Maritime Com- 
mission since sufficient balances 
will be left after the above-men- 
tioned rescissions to carry out the 
program now contemplated for 
the fiscal year 1947. 


2. Aftermath of War 


Nearly one-third—11 billion 
dollars—of estimated Federal ex- 


million dollars in the fiscal year 
1947. 

On May 28, 1945, in asking the 
Congress to raise the ceiling on 
benefits for civilian unemployed 
to not less than 25 dollars a week 
during the immediate reconver- 
sion period, I suggested that the 
Congress also consider liberaliz- 
ing veterans’ allowances. Else- 
where in this Message I reiterate 


my recommendation with respect | 


to emergency unemployment com- 
pensation. I also recommend 
increasing veterans’ unemploy- 


25 dollars a week. This would in- 


timated at approximately 220 mil- 
lion dollars for the fiscal year. 


Included in the 1947 Budget is 


ment allowances from 20 dollars to | 


an expenditure of 535 million dol- | 
lars for veterans’ education under | 


provisions of the Servicemen’s Re- 
adjustment Act. 


This amount in- | 


| 


| 


cludes both tuition expenses and | 


maintenance allowances. 


paid to individuals and corpora- 
tions during the fiscal year 1947. 
Slightly over half of this amount, 
or 800 million dollars, will be ac- 
cessory to the simplified pay-as- 
you-go method of tax collection, 
and will be the result of over- 
withholding and overdeclaration 
of expected income. Most of the 
remainder will arise from loss and 


excess-profits credit carry-backs, | 


recomputed amortization on war 
| plants, and special relief from the 
excess-profits tax. 


This category of expenditures 
is thus losing gradually its “after- 
math-of-war” character, and by 
the succeeding year will reflect 
almost entirely the normal opera- 
tion of loss carry-backs and cur- 
rent tax collection. 


3. Agricultural Programs 
The agricultural programs con- 
templated for the fiscal year 1947 
are those which are essential for 


It is ex- | the provision of an adequate sup- 


pected that half a million veter- ply of food and other agricul- 
ans will be enrolled in our schools | tural commodities with a fair re- 


and colleges during the year. 
The ultimate benefit which vet- 
erans receive from the loan guar- 
antee provisions of the Service- 
men’s Readjustment Act depends 
largely on the success of our sta- 


j 


bilization program in restraining | 


building costs and real estate val- 
ues. Under the revised procedure 
contained in recent amendments, 
the administrative workload will 
be minimized by the almost com- 
plete transfer of authority for ap- 
proving the guarantees to private 


i ies an rivate ap- | . ¢ 
sending agencies ap : | the fiscal year 1947 is composed 


praisers designated by the Veter- 
ans Administration. This author- 


| 


turn to American farmers. To sup- 
port these objectives, expendi- 
tures by the Department of Ag- 
riculture estimated at 784 million 


dollars from general and special | 


accounts will be required in the 
fiscal year 1947. This compares 
with estimated expenditures of 
676 million dollars in 1946. These 
figures exclude expenditures by 
the Department of Agriculture on 


account of lend-lease, the United 


ity carries with it the responsibil- | 


ity for restricting the guarantees 
to loans on reasonably valued 
properties. Costs of the program, 
‘other than for administration, are 
estimated at 21. million dollars in 
the fiscal year 1947. 

Pensions for veterans will re- 
quire expenditures estimated at 


1,748 million dollars for the fiscal | 


year 1947. Two-thirds of this 
amount will be received by vet- 
erans of the war which we have 
just won. 
million dollars of increased pen- 
sions for student-veterans in our 
vocational rehabilitation program. 
In addition, 170 million dollars 
will be expended in transfers to 
the National Service Life Insur- 


special accounts. 
Expenditures under the appro- 


priation for salaries and expenses | 
of the Veterans “Administration | f j 
are estimated at 528 million dol- | !7™ general and special accounts, 


lars in the fiscal year 1947. This 
includes 260 million dollars for 
/medical care and the operation of 
/some 103,000 hospital and domi- 
ciliary beds. 


A separate appropriation for 





penditures in the fiscal year 1947 
will be for purposes that are 
largely inherited from the war— 
payments to veterans, interest on 
the Federal debt, and refunds of 
taxes. 
(a) For veterans 

“Yeterans’ pensions and bene- 
fits” has become one.of the largest 
single categories in the Federal 
Budget. I am recommending for 
this purpose total appropriations 
of 4,787 million dollars for the 
fiscal year 1947. Expenditures in 
the fiscal year are estimated, un- 
der present legislation, at 4,208 
million dollars. These expendi- 
tures will help our’ veterans 
through their readjustment period 
and provide lasting care for those 
who were disabled. 


The Congress has provided un- 
employment allowances for vet- 
erans during their readjustment 
period. Expenditure of 850 mil- 
lion dollars for this purpose is 
anticipated for the fiscal year 
1947. In addition, readjustment 
allowances for self-employed vet- 
erans are expected to cost 340 


| hospital and domiciliary facilities, 
_additional to the total for veter- 
| ans’ pensions and benefits, covers 
|construction that will provide 
|some 13,000 hospital beds as part 
|of the 500-million-dollar hospital 
/ construction program already au- 
thorized by the Congress. The es- 
_timated expenditures of 130 mil- 
lion dollars for this purpose are 
| Classified in the Budget as part 
of the general public works pro- 
| gram for the next fiscal year. 


(b) 


For interest 


| debt are estimated at 5 billion dol- 


| 


| lars in the fiscal year 1947, an in- 
crease of 250 million dollars from 
_ the revised estimate for the cur- 
| rent fiscal year. This increase re- 
flects chiefly payment of interest 
on additions to the debt this year. 
Assuming continuance of present 
interest rates, the Government’s 
interest bill is now reaching the 


probable postwar level. 
(c) For refunds 
An estimated total of 1,585 mil- 
lion dollars of refunds will be 





This figure includes 55 | 


| 





| 


ance Fund from. general and | 


| Interest payments on the public | : 
| funds which the Congress has ear- | 


Nations Relief and Rehabilitation 
Administration, and other war ex- 
penditures. The expenditure for 


of 553 million dollars for ‘aids 
to agriculture,” 35 million dollars 
for general public works, and 196 
million dollars for other services 
of the Department. 

Net outlays for the price stabil- 
ization, price support, and other 
programs of the Commodity Cred- 
it Corporation are expected to in- 
crease from about 750 million dol- 
lars in the fiscal year 1946 to about 
1,500 million dollars in 1947. Cash 
advances made on loans by the 
the Farm Security Administration 
and the Rural Electrification Ad- 
ministrationj are expected to 


amount to 26v million dollars in | 


the fiscal year 1946 and 351 mil- 


lion dollars in 1947: and after re- | 


ceipts from principal and interest 


expenditures of these two agen- 
cies will amount to 120 and 209 
/million dollars in the two fiscal 
| years. 


To provide for the expenditures 


|I recommend for the fiscal year 
| 1947 appropriations of 721 million 
dollars (including the existing 
permanent appropriation 
-amount equal to 30% 
mated annual customs 


| 


are taken into account, net loan | 


| gram. 


| Mortgage 


tural land resources” —the so- 
called AAA program—for the fis- 
cal year 1947, compared with 356 
million dollars in the current year. 
This reduction of 86 million dol- 
lars is in large part accounted for 
by elimination of the 
flax production incentive proj- 
ect and other nonrecurring items; 
the proposed reduction in normal 
activities is less than 33 million 
dollars. 

For the past several years, this 
program has consisted largelv of 
payments to farmers for applica- 
tion of fertilizer and other ap- 
proved soil management practices. 
I am convinced that farmers gen- 
erally are now fully alert to the 
benefits, both immediate and 
long-term, which they derive 
from the practices encouraged by 
this program. 
fore, that this subsidization should 
continue to be reduced. 


Rural electrification.—It is pro- 
posed that the loan authorization 


for the Rural Electrification Ad- | 


ear | 
y |of the world’s tonnage in 1939. 


ministration for the fiscal 
1947 be increased from 200 mil- 
lion dollars to 250 million dollars. 
During the war period, REA was 
limited by the scarcity of mate- 
rials and manpower. But that sit- 
uation is rapidly changing, and 
the REA program, which was ma- 
terially stepped up for the fiscal 
year 1946, can be increased still 
more. It is my belief that a feas- 
ible and practical rural electrifi- 
cation program should be carried 
forward as rapidly as possible. 
This will involve total loans of 
approximately 1,800 million dol- 
lars over the next 10 years, much 


of which will be repaid during 
that period. 
Other programs.—It is recom- 


mended that the continuing forest 
land-acquisition program be re- 
sumed at the rate of 3 million dol- 
lars annually, which is about the 
minimum rate at which this pro- 
gram can be economically carried 
on. The lands involved in this 
program can contribute fully to 
the national welfare only when 
brought intd the national forest 
system for protection and devel- 
opment. 

Such programs as those of the 
Farm Security Administration and 
the Farm Credit Administration 
are estimated to be continued dur- 
ing the fiscal year 1947 at about 
the same level as in the fiscal 
year 1946. Recent action by the 
Congress has permitted some ex- 
pansion of the school-lunch pro- 
I hope it will be continued 
and expanded. The budgets of 
the Federal Crop Insurance Cor- 
poration and the Federal Farm 
Corporation will be 


transmitted in the spring under 


of an} 
of esti-| 
receipts) | 


and a reappropriation of 88 mil- | 


lion dollars of prior-year balances 
from customs receipts. In addition 
there is a recommended authori- 
| zation of 367.5 million dollars for 
| borrowing from the Reconstruc- 
| tion Finance Corporation for the 


curity Administration and the 
Rural Electrification Administra- 
tion. It is expected that the oper- 


| ations of the Commodity Credit 
| Corporation will be financed dur- 
| ing the coming year through the 
500 million dollars of lend-lease 


/marked for price support pur- 
| poses, a supplemental appropria- 


| rowing authority of the Corpora- 
| tion. 

Some detailed recommendations 
follow for major agricultural pro- 
grams. 

Conservation and use of land.— 
I am recommending that 270 mil- 
lion dollars be appropriated for 





| vate 


the terms of the Government Cor- 
poration Control Act. 


4, Transportation 


Transportation is one of the ma- 
jor fields for both public and pri- 
investment. Our facilities 
for transportation and communi- 
cation must be constantly im- 


_proved to serve better the con- 


loan programs of the Farm Se- | venience of the public and to fa- 


cilitate the sound growth and de- 
velopment of the whole economy. 
Federal capital outlays for 


i transportation facilities are ex- 


pected to approximate 519 million 
dollars in the fiscal year 1947. 


State and local governments may | 


spend 400 million dollars. Private 


investment, over half it by rail- 
| ways, may approach 1,150 million 
_ tion to restore impaired capital | dollars. 

|of the Corporation, and the bor- | 


| 





“conservation and use of agricul- 


The Congress has already taken 
steps for the resumption of work 


/on improvement of rivers and | 


harbors and on the construction 
of new Federal-aid highways. 


Much needed work on airports can | 
begin when the Congress enacts | 
legislation now in conference be- | 


tween the two Houses. 
The Federal expenditure esti- 


wartime | 


| authority. 
| penditures exceeding 20 million 


I believe, there- | 


mates for the fiscal year 1947 in- 
clude 53 million dollars for new 
construction in rivers, harbors, and 
the Panama Canal and 291 mil- 
lion dollars for highways and 
grade-crossing elimination, as- 
suming that the States expend 
some 275 million dollars on the 
Federal-aid system. Additional ex- 
penditures for highways totaling 
36 million dollars are anticipated 
by the Forest Service, National 
Park Service, and the Territory 
of Alaska. Civil airways and air- 
ports will involve expenditures of 
35 million dollars under existing 
Additional Federal ex- 


dollars (to be matched by States 


and municipalities) may be made 


during the fiscal year 1947 under 
the airport legislation now in con- 
ference between the two Houses of 
the Congress. 


The United States now controls 
almost two-thirds of the world’s 
merchant shipping, most of it 
Government - owned, compared 
with little more than one-seventh 


This places a heavy responsibility 
upon the Nation to provide for 
speedy and efficient world com- 
merce as a contribution to gen- 
eral economic recovery. 


The estimates for the United 
States Maritime Commission and 
War Shipping Administration pro- 
vide for the transition of shipping 
operation from a war to a peace 
basis; the sale, chartering, or lay- 
up of much of the war-built fleet; 
and for a program of ship con- 
struction of some 84 million dol- 
lars in the fiscal year 1947 to 
round out the merchant fleet for 
peacetime use. 

Federal aids, subsidies, and reg- 
ulatory controls for transporta- 
tion should follow the general 
principle of benefiting the na- 
tional economy as a whole. They 
should seek to improve the trans- 
portation system and increase its 
efficiency with resulting lower 
rates and superior service. Differ- 
ential treatment which benefits 
one type of.transportation to the 
detriment of another should be 
avoided save when it is demon- 
strated clearly to be in the public 
interest. 


5. Resource Development 
Total capital outlays for re- 
source development are estimated 


| at 653 million dollars in the fiscal 


year 1947 as compared with 452 
million dollars in 1946. These in- 
clude capital expenditures by the 
Rural Electrification Administra- 
tion and expenditures for resource 
development by other organiza- 
tional units in the Department of 
Agriculture which are also men- 
tioned above under “agricultural 
programs.” 

The reclamation and flood con- 
trol projects which I am recom- 
mending for the fiscal year 1947 
will involve capital outlays of ap- 
proximately 319 million dollars as 
compared with 245 miliion dollars 
in the fiscal year 1946. These ex- 
penditures cover programs of the 
Corps of Engineers, the Bureau of 
Reclamation, the Bureau of Indian 
Affairs, the Department of Agri- 
culture, and the International 
Boundary and Water Commission, 
United States and Mexico. A num- 
ber of these projects are multiple- 
purpose projects, providing not 
only for reclamation and irriga- 
tion of barren land and flood con- 
trol, but also for the production 
of power needed for industrial 
development of the areas. 

Expenditures for power trans- 
mission and distribution facilities 
by the Bonneville Power Admin- 
istration are expected to increase 
from 12 million dollars in the fis- 
cal year 1946 to 15 million dol- 
lars in the next fiscal year. In 
addition, the Southwestern Power 
_ Administration will undertake a 


\new program involving expendi- 
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tures of about 16 million dollars | 
in the fiscal year 1947. The Rural 
Electrification Administration will 
require expenditures during the 
current fiscal year estimated at 
156 million dollars; in the fiscal 
year 1947, at 241 million dollars. 
The TVA _ program includes 
completion of major multiple-| 


purpose projects navigation, | 
ilood control, and power facilities 
and additions to chemical plants} 
and related facilities. Expendi- 
tures for these capital improve-| 
ment programs are estimated at} 
30 million liars in the fiscal} 
vear 1946 ana 39 million dollars 
in the fiscal year 1947. 
Expenditures for construction | 
of roads and other dev elopmental | 
works in the national forests. | 
parks, and other public lands, and | 
for capital outlays for fish and 
wildlife development will increase 
from ,below 9 million dollars in 
the fiscal year 1946 to 24 million 
dollars in the fiscal year 1947. 


6. Social Security and Health 


Benefit payments out of the 
Old-Age and Survivors Insurance 
Trust Fund during 1947 are esti- 
mated at 407 million dollars, 
while withdrawals by the States 
from the Unemployment Trust 
Fund for compensation payments 


are expected to total 1 billion 
dollars. These disbursements are 
financed out of social security 


contributions. 
The appropriations from gen- 
eral and special accounts for the 


social security program, which}! 
cover Federal administrative ex- 


penses and grants to States for 
assistance programs, are estimated 


at 593 million dollars for the fis- | 
cal year 1947, an increase of 57) 


the current 
anticipates 


dollars over 
year. The increase 


million 





greater administrative workload 
and higher grants to match in- 
creasing State payments. The so- 
cial security program does not in- 
clude all the Federal health serv- 


ices under existing legislation. | 
For the other health services 
classified under general govern- 


ment and national defense, appro- | 


priations are estimated at 102 mil- 


lion dollars for the fiscal year 
1947. 
Some expansion in peacetime 


medical research and other pro- 


grams of the Public Health Serv-| 


ice is provided for in the appro- 
priation estimates for these 
purposes totaling 
37 million dollars for the 
vear 1947 which are submitted 
under provisions of existing law. 
Part of this will be 


approximately | 





| 


fiscal | 


provided | 


through the social security appro- | 


priations, the remainder through 
other appropriations. About 
million dollars is recommended 
for maternity care and 
services for children under exist- 
ing law, mainly under the emer- 
gency provision for the wives and 
infants of servicemen. While we 


28 | 


health | 


should avoid duplication of ma- 
ternity and chiid health services 
which will be provided through 
the proposed general system of 
prepaid medical care, legislation | 
is needed to supplement = such! 
services. For medical eduction, J 
have recommended legislation 
authorizing grants-in-aid to pub-, 
lic and nonprofit’ institutions. 
The existing sources of support 
0} edical schools require sup- 
plementation to tain the ex- 
unsion that is needed. 
Hospitals, sani yn works, an 
0 ! { < € Ca! 
o j I lire QO! i 
rate national health program. 
Le latio ending in the 
Ce ess to authorize ‘ants tor 
1e construction of hospitals and 
centers and grants and 
oans for water-pollution control. 


I hope the Coa: will act 
fas on generous authorizing 
legislation. 


gress 


‘ L.¥<- 
OTraDly 


and Education 
provides for 


Research 
The Budget 


~ 
4. 


con- 


tinuation and desirable expansion 
of the research activities that are! 
carried on throughout the Federal] 
establishment and 


through pre- 


viously authorized grants to the 


States. Additional appropriations 
vill be required for the proposed 
central Federal research agency 
vhich I recommended last Sep- 

iber 6. That agency will co- 
ordinate existing research activ- 
and administer funds for 
research activities wherever 
they are needed; it will not itself 
conduct research. The plan con- 
templates expenditures through 
the new research agency 


\ 


k 
) 
i 
LcCll 


ities 


new 


of ap- 


proximately 40 million dollars tor) 


the first year. 

These amounts are small in re- 
lation to the important contribu- 
tion they can make to _ the 
national income, the welfare of 
our people, and the common de- 
fense. Expenditures must be 
limited for the time being by the 


capacity of research agencies to 
make wise use of funds. The 


maintenance of our position as a 
nation, however, will require 
more emphasis on research ex- 
penditures in the future than in 
the past. 

Educational expenditures will 
require a significant share of the 
national income in the fiscal yea 
1947. State, local, and private 
expenditures for the current sup- 
port of elementary, secondary, and 
nigher education are expected to 


be substantiaily above 3 billion 
dollars in that year. These non- 


Federal expenditures will be sup- 
plemented by Federal expendi- 
tures estimated at 625 million 
dollars in the present Budget. Of 
this amount, the estimate for vet- 
erans education, as previously 
mentioned, is 535 million dollars. 
Other amounts include 21 million 
dollars for the support of voca- 
tional education in public schools, 
5 million dollars for the land- 
grant colleges, 50 million dollars 
for the present school-lunch and 
milk program, 1 million dollars 
for the Office of Education, and 


approximately 13 million dollars 
for various other items. In view 


of the major policy issues which 
are still under study by the Con- 
gress and the Administration, no 
specific amount has been deter- 
mined for the Federal grants. 
previously recommended in this 
Message, which would assist the 
States generally in assuring more 
nearly equal opportunities for a 
good education. 


Notwithstanding the urgent 
need for additional school and 
college buildings, careful plan- 


ning will be required for the ex- 
penditures to be made under the 


proposed legislation vo aid the 
States in providing educational 
facilities. A major share of the 





plus. For instance, 532 million} 
dollars of the settlement credit to 
the United Kingdom is for this 
purpose. These credits will in- 


volve no new expenditures by this 
Government, since they merely 
provide for deferred repayment 


by other governments for goods 
and services which have been} 


financed from war appropriations 

(b) Expenditures from the ap- 
propriations to United 
istration, which 
under 
are estimated to be 1.3 
dollars in the fiscal year 1946 and 
1.2 billion dollars in the fiscal 
year 1947. 

(c) To assist other countries in 
the restoration of their economies 
the Export-Import Bank has al- 
ready negotiated loans in the fis- 
cal year 1946 amounting in total 
to about 1,010 million dollars and 
an additional 195 million doNars 
will probably be committed 
shortly. The Bank is also grant- 
ing loans to carry out its original 
purpose of directly expanding the 
foreign trade of the United States. 
In this connection the Bank has 
established a fund of 100 million 
dollars to finance the export of 
cotton from the United States. 
The Export-Import Bank has thus 
loaned or committed approxi- 
mately 1,300 million dollars dur- 
ing the current fiscal year and it 
is expected that demands on its 
resources will increase in the last 
6 months of the fiscal year 1946. 
Requests for loans are constantly 
being received by the Bank from 
countries desiring to secure goods 
and services in this country for 
the reconstruction or develop- 
ment of their economies. On 
July 31, 1945, the lending author- 
ity of the Export-Import Bank 
was increased to a total of 3,500 
million dollars. I anticipate that 
during the period covered by this 
Budget the Bank will reach this 
limit. The bulk of the expendi- 
tures from the loans already 
granted will fall in the fiscal year 
1946 while the bulk of the ex- 


were 


penditures from loans yet to be 
negotiated will fall in the fiscal 


year 1947. In view of the urgent 
need for the Bank’s credit, I may 
find it necessary to request a fur- 
ther increase in its lending au- 
thority at a later date. 

(d) The proposed line of credit 
of 3,750 mitlion dollars to the 
United Kingdom will be available 
up to the end of 1951 and will be 
used to assist the United Kingdom 
in financing the deficit in its bal- 


ance of payments during the 
| transition period. The rate at 
which the United Kingdom will 


grants for the first year would be! 


for surveys and plans. 


$. International Financial 
Programs 
I have already outlined the 
broad objectives of our foreign 
economic policy. In the present 
section I shall indicate the Fed- 


eral outlays which the execution 
of these programs may require in 
the fiscal years 1946 and 1947. 


(a) On the termination of lend- | 
lease, the lend-lease countries 
were required to pay for goods it 
the lend-lease pipe line « il 
cash or by borrowing from tl 
United States o1 y sup in 

oods and services to the United 
St: tes Cred it tor 1 S| ( 
have alrea been ¢ ended 1 
ne Soviet I ion France the 
Nethertli: d L. 3B 
F ol t 67 / ( 

The se ttle r | } ( 650 1} 
li C olla) OG I € Is 

dc includ al amot e- 
ml rils Ked 118 ilioi 
dollars Vnici represe Line 
excess of purchases by the United 
Kingdom from the pipe line ove 
goods and services supplied bj 
the United Kingdom to the United 
States since VJ-day and the bal- 
ance of various claims by on 
' government against the other. 


. ° . | 
Credits are also being negoti-|} 
lend-lease countries to} 


ated with 
finance the disposition of lend- 
lease inventories and installations 
and property declared to be sur- 





‘ 


draw on the credit will depend on 


} Nations | 
Relief and Rehabilitation Admin-| initial 10% 

1: t . = 
discussed | fiscal year 1947. 
War expenditures above, | 
billion | 





amounts to 3,175 million dollars. 
Of this total, 2% must be paid 
immediately and the Bank is re- 
quired to call a further 8% of the 
subscription during its first yea 
of operations. The balance of the 
subscription is payable when re- 
quired by the Bank either for di 

rect lending or to make good its 
guarantees. It is likely that the 
United States will be required to | 
pay little if any more than the'| 
before the end of the 


5 
c 


I anticipate that net expendi- 
tures of the Export-Import Bank 
and expenditures arising from the | 
British credit and the Bretton 
Woods Agreements will amount 
to 2,614 million dollars, including 
the non-cash item of 950 million 
dollars for the Fund, in the fiscal 
year 1946, and 2,754 million dol- 
lare in the fiscal year 1947. 


9. General Government 

The responsibilities of the Gov- | 
ernment, in both domestic and 
international affairs, have _ in- 
creased greatly in the past decade. 
Consequently, the Government is 
larger than it was before the war, 
and its general operating costs 
are higher. We cannot shrink the 
Government to prewar dimen- 
sions-unless we slough off these 
new responsibilities — and we 
cannot do that without paying 
an excessive price in terms of our 
national welfare. We can, how- 
ever, enhance its operating effi- 
ciency through improved organi- 
zation. I expect to make such 


|servation Services and 








our regular government establish- 
ment. Expenditures for these 
former wartime functions explai 
about 40% of the incréase in ex- 


penditures for general govern- 
ment. 
Other increases are for civi' 


aeronautics promotion, the busines: 
and manufacturing censuses, ar 
other expanded business service: 
of the Department of Commerce 
which have been referred te 
above; the Forest and Soil Con- 
other ac- 
tivities of the Department o' 
Agriculture; certain conservatior 
activities of the Department of the 
Interior; and the collection of in- 
ternal revenue in the Treasurt 
Department. 

The necessity for reestablishing 
postal services curtailed during the 
war and advarces in the rates o 
pay for postal employees have in- 
creased substantially the esti- 
mated expenditures for posta! 
service for both the current and 
the next fiscal year. It is not ex- 


pected that this increase will 
cause expenditures to exceed 
postal revenues in either year, 


although an excess of expendi- 
tures may occyr in the fiscal year 
1947 if salaries are increased fur- 
ther. 


Expenditures for our share 0 
the administrative budgets of the 
United Nations and other perma- 
nent international bodies will in- 
crease sharply in the fiscal year 
1947, yet will remain a small par? 
of our total Budget. The budge: 





improvements under the author- 
ity of the Reorganization Act of 
1945. 

The appropriations which I am 
recommending for general gov- 
ernment for the fiscal year 1947 
are 1,604 million dollars under 
existing legislation. This is an 
increase of 458 million dollars 
over the total of enacted appro- 
priations for the current fiscal 
year, but a substantial part of this 
increase is due to the fact that 
the appropriations for the fiscal 
year 1946 were made prior to the 





general increase of employees’ 
salaries last July 1, for which 
allowance is made in the antici- 
pated supplemental appropriations 
for 1946. The recommended total 
for 1947 for general government. 
like the estimates for national de- | 
fense and other specific programs, 
does not allow for the further 
salary increases for Government 
employees which, I hope, will be 
authorized by pending legisla- 
tion, but the tentative lump-sum 
estimates under proposed legisla- 
tion contemplate that such salary 
increases will be effective almost 
at once. 





the rapidity with which it can Expenditures for general gov- 
reconvert its economy and adapt} o«,-nment in the fiscal year 1947 
its trade to the postwar world. | 5+ expected to continue’ the 
rhe anticipated rate of expendi-} yowly rising trend which began 
ture is likely to be heaviest dur-|;, 1943. This category includes 
ing the next 2 years. a great variety of items—not 

(e) Since the Bretton Woods! merely the overhead costs of the 
Agreements have now been ap-| Government. It includes all the 
proved by the required number | expenditures of the Cabinet de- 
of countries, both the Interna-| partn ents. other than for national 
tional Monetary Fund and the! defense. aids to agriculture, gen- 
International Bank for Recon-| era] public works, and the social 


struction and Development will 
commence operations during 1946 
The anization of these institu 
tions will undoubtedly take som«e 
time, and it is unlikely that their 
operations will reach any appre- 
ciable scale before the beginning 
of the fiscal year 1947. 

Of 


ort 


the 2,750 million dollars re 
quired for the Fund, 1,800 millio 
dollars ill be provided in cas! 
or notes from the exchange sta- 
bilization fund established unde 
the Gold Reserve Act of 1934 
The remaining 950 million dollar 
vill be paid initially in the fo 
of non-interest-bearing notes is 
sued by the Secretarv of the 
Treasury. It is not anticipated 
that the Fund will require in cas} 


anv of the 950 million dollars 
during the fiscal years 1946 and 
1947. Consequently, no cash 
withdrawals from the Treasury 
will be required in connection 
with the Fund in these years. 
The subscription to the Bank 


| 


security program. It includes also} 
expenditures of the _ legislative | 
branch The Judiciary, and| 
many of the independent agencies 
lof the executive branch. Conse- 
quently. the estimated increase in} 
1947 ir tne 1 il of i ¢ | ) 
nen i pel ure re lec ‘ 
ety o! influ S 
I cluded in general go 
eronautics promotion, the busine 
Is Cia 110G mide r ] 0 ! 
def Some of these, such a 
( ain functio oO the ormel 
Foreign Econ A ini tio 
nd the W Ma ) er Co is- 
sion. are still needed during the 
period of reco rsion; others are 
jin the process of liquidation. A 
few wartime activities, for ex- 


ample, the international informa- | 
intelligence , 


‘tion and _ foreign 
services and some of the wartime 
for controlling disease 


have become part of 


| programs 
and crime, 


for the United Nations has no 
yet been determined; an estimate 
|for our contribution will be sub- 
mitted later. Our contribution: 
to the Food and Agriculture Or- 
ganization, the International Labor 
Office, the Pan American Union, 
and other similar internationa! 
agencies will aggregate about : 
million dollars for the fiscal yea: 
1947. The administrative ex- 
penses of the International Mone- 
tary Fund and the Internationa! 
Bank will be met from their gén- 
eral funds. 


We have won a great war-—we 
the nations of plain people whe 
hate war. In the test of that wa 
we found a strength of unity tha: 
brought us through—a strength 
that crushed the power of those 
who sought by force to deny ow 
faith in the dignity of man. 

During this trial the voices o 
disunity among us were silent o: 
were subdued to an occasiona’ 
whine that warned us that the: 
were still among. us. Those 
voices are beginning to cry alouc 
again. We must learn constantl: 
to turn deaf ears to them. The 
are voices which foster fear and 
suspicion and _ intolerance an 
hate. Thev seek to destroy ou 
harmony, our understanding 0 
each other, our American tradi- 
tion of “live and let live.” They 
have become busy again, trying t 
set race against race, cree 
against creed, farmer against cit: 
dweller, worker against employe! 
people against their own govern 
ments. They seek only to do u 
mischief. They must not prevai! 

It should be impossible for am 
man to contemplate without 
sense of personal humility the 
tremendous events of the 1: 
months since the last annual Mes: 
sage, the great tasks that conirom 
us, the new and huge problems 0 








the coming months and year: 
| Yet these very things justify the 
deepest confidence in the future 
of this Nation of free men % 
women. 

The plain people of this countr 
found the courage and the 
strength, the self-discipline, an: 
the mutua! respect to fight and t 


win. with the help of our allies 
under God. I doubt if the tasks 
of the future are more difficult 
But if they are, then I say tha’ 
our strength and our knowledge 
and our understanding will be 
‘equal to those tasks. 
| HARRY S. TRUMAN. 
January 14, 1946. 
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Observations 


(Continued from first page) 


disgraceful incident in Stamford, Connecticut, where a general strike | 


was called in protest against ordinary law enforcement. 

The American Civil Liberties Union, even though a great labor 
sympathizer, has come out with a pronouncement against the union's 
assumption of authority tu decide who may cross the boundaries of 
private property. If ironclad picketing is going to be permanently 
winked at, and if domestic servants become unionized, will the head 
of a household perhaps be barred from admittance to his own home? 

Perhaps the legislative strategy of those who seek equal appli- 
cation of the Wagner Act provisions should be to work for a brand 
new law additional to the Wagner Act, and leaving it undisturbed. 
The rights of industry could be thus protected by affirmatively im- 
posing responsibilities on labor. This would avoid the impression that 
labor’s great Magna Charta, in the form of the Wagner Act, is being 
emasculated, and that the rights it epochally gave to labor are to be 
taken away. 


Perhaps the meat-packing strike and the cancelled threat of a 
New York City transit walkout will prove to have been blessings in 
disguise. For they may impressively remind the general rank and 
file of labor that wage earners are also consumers, who suffer 
directly from price increases and the severe inconveniences resulting 
from work stoppages. 

Chairman Eccles’ statement which accompanied the Federal 
Reserve Board’s new regulation imposing 100% margins, constitutes 
a statesmanlike and thoroughly logical exposition of the current 
inflation situation. But it contains two points to which exception 
may be taken. 

One of these is his reference to our capital gains taxation, which 
he wishes to change, saying: “The most effective way that I know 
of to curb speculation in capital assets would be to increase sub- 
stantially the rate of the capital gains tax, or the holding period, or a 
combination of both.” To this columnist Mr. Eccles seems to confuse 
anti-speculative factors with his anti-inflationary aims. While length- 
ening the minimum period that a security must be held in order to 
be eligible for the 25% tax ceiling, would undoubtedly reduce the 
volume of speculative transactions, such reduction in activity would 
be directly correlated with market price inflation. Particularly in a 
bull market it would freeze stocks in the hands of present holders 
unwilling to contribute a raised tax-contribution to the speculation 
“kitty.” Extending the minimum holding period admittedly would 
diminish future speculation initiated through fresh commitments, 
but this advantage would be move than counterbalanced by the 
great accentuation given to today’s market inflation. 

Similarly an increase in the rate of tax on presently accrued 
profits, in discouraging potential sellers who do not want to con- 
tribute a “raised ante,’ would only further inflate the price level. 
To what degree a raised tax rate would diminish future commit- 
ments is uncertain. Short-selling still goes on despite its subjection 
to taxation at the full income rates. In any event discouragement to 
long-term market speculation would in no way help the present 
troublesome situation. 

The other point that may be questionable is contained in Mr. 
Eccles’ statement that “To whatever extent the board’s action will 
tend to dampen speculative activity, it is desirable, as a preventive 
step, at this time of strong inflationary pressures and until such times 
as inflationary dangers are passed.” It is not clear against what this 
“preventive step” is to be taken; particularly as the balance of Mr. 
Eccles’ statement seems to support the thesis that the stock market is 
not creating inflation, but essentially acting as a thermometer regis- 
tering the degree of inflation originated elsewhere in monetary poli- 
cies and other sectors of our economy. 


% 


The supply of money, and estimates of the future volume thereof, 
are now deemed extremely important in much of our economic and 
political thinking and planning. For example the stock market bulls 
represent changes in the money supply as a main prop under current 
prices. But it must be realized that policy-making planning, or 
speculation, which is based on either the quantity of money out- 
Standing, or the velocity of the use thereof, necessitates skating on 
extremely thin ice. For so many of the contributory factors are 
completely imponderable, that prognostication is absolutely un- 
warranted. One such factor directly contributing to the supply of 
money and deposits, is our monetization of the Federal deficit. But 
who can possibly foretell the amounts of future deficits? Such doubt 
is rendered all the more valid by this week’s Presidential budget 
message; and the testimony of Mr. Eccles and others that the Budget 
can be balanced, cannot be disregarded. There are also other un- 
certain elements composing our money supply, such as: the sales 
of government securities to the banks for deposits or cash; the volume 
of business activity; and national income. Nor, as recent experience 
discloses, is there close relationship between the national income and 
national product on the one hand and the supply of money on the 
other. 

Furthermore our statistical record since 1920 shows that even 
if we could predict the supply of money, this would not warrant any 
inferences about the price level—either generally or for securities. 
Also contrary’ to popular assumptions about the effects of savings, 
‘business slumps (which reflect individuals’ spending) actually have 
followed immediately upon periods of sharply rising national income 
—mainly because of the changing velocity of deposits. 

* ms % 

Again reflecting stock market irrationality, the short interest has 
been falling instead of increasing during the past month of rising 
prices. Between mid-December and mid-January the Dow Jones in- 
dustrial stock price average rose from 193 to 203, reflecting a further 
distortion of the price level that logically should have enhanced in- 
telligent short-selling. Nevertheless during the period the outstanding 
short interest actually declined, from 1,465,798 to 1,270,098 shares. 





| the close of business on Nov. 


The New York Stock Exchange 
announced on Dec. 17 that as of 
30, 
member firms of the Stock Ex- 
change carrying margin accounts 
reported total of customers net 


debit balances Nov. 30 of $1,095,- | 
239,941 compared with $1,062,809,- | 


062* on Oct. 31. 
clude all securities, 
and other accounts. 

clude debit balances 
held for other firms 
members of national 
exchanges, or “own” acounts of 
reporting firms or accounts of 
partners of those firms.) 

Credit extended to customers 
on U. S. Government obligations 
was $181,192,519 at the end of No- 
vember, compared with $158,242,- 
766 at the end of October. (This 
amount is included in net debit 
balance total.) 

Cash on hand and in banks on 
Nov. 30 is reported as $300,763 ,529 
against $280,158,273 Oct. 31. (Ex- 
clusive of balances segregated 
under the Commodity Exchange 
Act.) 

Total of customers’ free credit 
balances on Nov. 30 stood at $639,- 
017,933 compared with $632,397,- 
068 Oct. 31. (Does not include 
credit balances in regulated com- 


These figures in- 
commodity 
(Do not in- 
in accounts 
which are 

securities 


modity accounts, or free credit 
balances held for other firms 
which are members of national 


securities exchanges, or free credit 
balances held for the accounts of 
reporting firms or of partners of 
those firms.) 
*Revised. 
—— 


Business Failures in Dec. 

Business failures in December 
were lower in number but higher 
in amount of liabilities involved 
than in November and in Decem- 
ber a year ago. Business insol- 
vencies in December, according to 
Dunn & Bradstreet, Inc., totaled 
42 and irivolved $1,824,000 liabili- 
ties as compared with 60 in No- 
vember involving $1,268,000 lia- 
bilities and 93 involving $1,804,000 
in December a year ago. 

The manufacturing group was 
the only one having more failures 
in December than in November. 
When the amount of liabilities is 
considered the manufacturing and 
commercial service groups had 
more liabilities involved in De- 
cember than in November, the re- 
maining groups having less liabil- 
ities. 

Manufacturing failures in De- 
cember were up to 23 from 21 in 
Nbdvember and liabilities were up 


‘Debit Balances on N. Y. From Washington 


Ahead of the News 


|come increasingly so. As an ex- 
|ample of what may happen, there 
lis the propaganda that the Gov- 
|ernment is planning to take over 
Steel and place Henry Kaiser in 
charge as dictator. As of this 
| writing Mr. Truman is entertain- 
ing no such thoughts about Mr. 
| Kaiser. But the latter is playing 
for just such a role and the Leftist 
agitation is working on it strong. 
So it is certainly not out of the 
realm of possibility that that will 
happen. 

Against this possibility 
fact that neither Mr. Truman nor 
the much maligned John W. Sny- 
der are sold on the reputed great 
prowess of the Pacific Coast 
shipbuilder as a private enterprise 
entrepreneur. Mr. Truman 
highly miffed over Steel's rejec- 
tion of his proposition, however, 
and while it is not 
known, he can be quite stubborn 


is 


follow a middle-of-the-road pol- 
icy. Nobody would like better to 
get responsibility back to the peo- 
ple. If for no other reason than 
that he would like to enjoy his 
White House incumbency and not 
have to work too hard. 
has been complaining a lot to his 
friends that when such things as 
the Steel and Motor 
cur, the pressure is too tremendous 


| it. 

Just where that pressure comes 
from is another matter. We are 
in no positior to say whether the 
grass roots are disturbed. But the 
newspapers from their ivory 
towers are yelling bloody murder. 
This is, of course, just exactly 
what the Union leaders counted 
upon. 

The Congress, as of today, is 
predominantly anti-labor; that is, 
it is fed up with strikers and 
strikes. Presumably it is reflect- 
ing the attitude of the country. 
Yet there is not enough of this 
feeling in Congress to pass any 
real so-called anti-labor legisla- 
tion. The point we are trying to 
make is that the attitude of Con- 
gress is certainly against doing 
anything to aid the strikers. But 
that does not mean that Mr. Tru- 
man, acting impatiently and with- 
out any depth of thinking—this 
latter is certainly a charactertistic 


(Continued from first page) 


of his, may not do something 
drastic that would aid them, or 
what is more, preserve the face 


of the union leaders. 
We are afraid that Messrs. Fair- 
less, Sloan, Wilson, et al are reck- 
oning without a realization of the 
Leftist propaganda in Washington. 
One has only to perceive the job 
they have done on Mr. Snyder. In 


| Detroit we found perfectly good 


the | 


is | 


generally | 


when he wants to. He has tried to | 


conservative papers referring to 
him as an incapable small town 
banker. He was vice president of 


the First National Bank of St. 
Louis, hardly a small town and 
hardly a small bank. The facts 


are, too, that an amazing job has 
been done on reconversion, far 
better than the economists’ pre- 
dictions of a few months ago. And 
reconversion is his job. We haven't 
been able to see his smallness at 
all. Yet it is apparent that the 
Leftists have succeeded in giving 
that picture to the country. Some 
of their representations we know 
to be lies, i.e., the stories by the 
Leftist columnists and radio com- 
mentators that Mr. Truman would 
give anything if he would resign. 


|Snyder would like very much to 


But he| 


strikes oc- | 


for a man in his position to ignore | 


get away in view of calumny to 
which he has been subjected, and 
the President won't listen to any 
suggestion that he quit. 

You get an amazing picture of 
Washington when you understand 


that his trouble started with his 


getting rid of Robert Nathan, the 
young economist hero of the Left- 
ists. Formerly with the War Pro- 
duction Board we were constantly 
reading that victory in the war 
depended upon his staying there 
instead of taking his turn at the 
draft. Nevertheless, his draft 
board finally beckoned and the 
War Production Board went 
right along, and victory came. 
Chester Bowles, too, has been 
part of the poison’. spreading 
against Snyder. Bowles has an 
amazing philosophy that prices 


|} must be held down until produc- 


' 


tion gets going full tilt in order 
that the savings of our people will 
not be absorbed in high prices. 
The thing to do, apparently, is to 
let the people squander their sav- 
ings on strikes, and in the lack of 
production, on costume jewelry. 
They are squandering their sav- 
ings. Of that there is no doubt. 


American Tariff League Asks Truman for 
Time to Present Views on Trade Agreements 


An appeal to President Truman to grant American manufac- 





to $1,141,000 in 
$721,000 in November. 


December from 


Wholesale 


turers and domestic producers at least 60 to 90 days to present their 
views before the conclusion of any reciprocal trade agreement, was 
made public on Dec. 26 by the American Tariff League. The request 


failures in December numbered 2 
with liabilities of $79,000 as against 
10 with liabilities of $127,000 in 
November. Retail failures in De- 
cember numbered 10 with liabil- 
ities of $125,000 as compared with 
14 with $135,000 liabilities in No- 
vember. Construction insolvencies 
in December were down to 2 from 
8 and liabilities were down to 
$107,000 in December from $225,- 
000 in November. Commercial 
service failures in December were 
down to 5 from 7 in November 
but liabilities were up to $372,000 
in December from $60,000 in No- 
vember. 


When the country is divided in- 
to Federal Reserve Districts it is 
found that the Richmond, St. 
Louis, Kansas City and Dallas Re- 
serve Districts had more failures 
in December than in November, 
the Minneapolis Reserve District 


had the same number, while all 


| the remaining districts had fewer 


insolvencies in December than in 
November. When the amount of 
liabilities involved is considered 
it is seen that only the Boston, 
Philadelphia, Minneapolis and San 
Francisco Reserve Districts had 
less liabilities involved in Decem- 





ber than in November. 


time was based on war-wrought 
complications revolving around 
international trade _ restrictions, 
changed economic conditions both 
here and abroad, and the general 
lack of adequate trade facts and 
information. With -.some trade 


dreds of items and with the pos- 
sibility of interrelated agreements, 
the League pointed out, domestic 


develop their presentations to the 
Committee for Reciprocity Infor- 
mation, the official agency desig- 
nated by the President. 
President Truman was 
asked to make available much 
more background data pertinent 


comprehensive trade data on the 
commodit.es in which they are 
interested. The League suggested, 
also, that all industry, trade, farm, 
and labor groups be _ specially 
notified of any proposed agree- 
ment. 

The League’s appeal and sug- 
gestions were contained in a let- 
ter sent by its President, H. Wick- 
liffe Rose, to Mr. Truman. Gov- 





agreements likely to involve hun- | 


producers need this extra time to | 


was directed at a recent Presidential order providing for a minimum 
of 30 days notice to domestic interests before any trade agreement 
is concluded. The plea for more®—— meer eee e 


suggestions, Mr. Rose wrote, 
“would 


assure more equitable 
hearing of more domestic pro- 
ducers. It would be in keeping 


wiih your demonstrated spirit of 
fairness—with yvour declared in- 
tention not to endanger or ‘trade 
out’ segments of American indus- 


try, American agriculture, or 
American labor.” 
Presidential action was asked 


because of the wide scope of items 
which new and revised trade 


,; agreements are expected to cover, 


also | 


to pending agreements and to give | 
domestic producers access to more | 


the sharp cuts permissible under 
the Trade Agreements Act, and 
in the interest of maintaining a 
strong domestic economy. 


Kenney to Succeed Hensel 

President Truman. on Jan. 16, 
appointed W. John Kenney as As- 
sistant Secretary of the Navy to 
succeed H. Struve Hense!, whose 


resignation he had accepted, ef- 


fective Feb. 28, a special dispatch 
to the New York “Times” from 
Washington, stated. The President 
expressed much praise of the work 


'done in the Navy Department by 


Mr. Hensel, who is returning to 


ernment adoption of the League’s ‘the practice of law. 
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The State of Trade 


(Continued from page 438) 
companies are oft on a limb in! level and a gain of two from the 


view of a probable $4 a ton-in-| 


crease in their raw material. 
Faced with being forced to give 
the same wage increase as the 
large producing steel companies 
because of their contracts, they 
will have to go through a lengthy 


process of appealing to OPA for | 


price relief. 

Because of the steel strike, the 
percentage of steel capacity in 
operation this week is believed to 
have dropped to the lowest rate 
in the 300-year history of iron and 
steel in this country. The tonnage 
scheduled to be produced this 
week is the lowest in 53 years. It 
is far shorter than was made in 
any during the depression of the 
1930’s and well below minimum 
recorded output during the steel 
strike of 1919. It was necessary to 
go back 53 years to 1893, when 
the average weekly tonnage was 
83,552 tons, to find output com- 


parable with that scheduled for 
this week. 
The American Iron and Steel 


Institute announced on Monday of 
this week the opening rate of steel 
companies having 94% of 
steel capacity of the industry will 
be 4.¥% of capacity for the week 
beginning Jan. 21, compared with 
76.5% one week ago, 62.8% one 
month ago and 91.2% one year 


71-5 points or 93.6% 
the previous week. 
This week's operating rate is 
equivalent to 86.352 tons of steel 
ingots and castings, and compares 
with 1.401,200 tons cone week ago. 
1,150,300 tons one month ago and 
1,670,300 tons one year ago. 
Electric Production — The Edi- 
son Electric Institute reports that 


from that of 


to approximately  4,170,000,000 
week ended Jan. 12, 1946 from 3,- 
865,362,000 kwh. (revised figure) 
in the preceding week. Output for 
the week ended Jan. 12, 1946, 
however, was 9.6% below that for 
the corresponding weekly period 
one year ago. 

Consolidated Edison Co. of New 





the | 


level of the cgrresponding week 
of 1945. In all jines of trade and 
industry, except wholesaling, 
failures were higher than a week 
ago. Compared with the same 
week of last year, retail trade was 
the only group in which failures 
fell short of the 1945 level. 

Seven Canadian failures were 
reported as compared with two 
both in the previous week and 
in the corresponding week of last 
year. 

Wholesale Commodity Price In- 
dex—The daily wholesale com- 
modity price index, compiled by 
Dun & Bradstreet, Inc., rose to 
182.72 on Jan. 15, a new postwar 
peak. The latest figure compared 


wtih 175.57 at this time a year 
ago. 

Strength in leading gains was 
maintained last week with fu- 


tures markets generally trending 
higher. Cash wheat held firmly 
against ceilings under pressing 
demands from various sources. 
Offerings of most cash cereals, 
however, were inadequate to 
meet requirements. 

Active Government and export 


|demand continued to feature the 


|flour market with domestic buy- 


|ing only fair. Offerings remained 


| of 


on a restricted basis owing to the 


-- AR. _| dwindling cash wheat supply situ- 
ago. This represents a decrease oft | 


ation. Hog quotations were irreg- 
ular with the movement to mar- 
ket curtailed by the threatened 
packing house strike. Production 
lard and fats showed further 


|improvement during the week. 


Cotton moved irregularly over 


_a fairly wide range last week as 


i the 


trade awaited announcement 


|of proposed ceilings to be placed 
/on the 1946 cotton crop. Formal 
the output of electricity increased | 


notice of the plan was issued by 


am ,the OPA at the close of trading 
kwh. (preliminary figure) in the | 


on Monday of the current week. 
Demand for spot cotton was fair 
during the week. Considerable 
replacement buying was noted, 
influenced by the strength in se- 
curities markets and by the con- 
tinued favorable export prospects. 


'The New York spot cotton price 


closed at 25.28 cents on Monday, 
up seven points over last week 


|and comparing with 22.47 cents a 


York reports System output of 
191,700,000 kwh. in the week 
ended Jan. 13, 1946, comparing | 


with 198,400,000 kwh. for the cor- 


responding week of 1945, or a de- | 
crease of 3.4%. Local distribution | 


of electricity amounted to 187,- 
700,000 kwh., compared with 187,- 
700,000 kwh. for the correspond- 
ing week of last year, reflecting 
a no percentage change. 

Railroad Freight Loadings — 
Carloadings of revenue freight for 
the week ended Jan. 12, 1946 total 
772,558 cars, the Association of 
American Railroads announced. 
This was an increase of 120,101 
cars (or 18.4%) above the pre- 
ceding week which included the 


year ago. Volume of cotton con- 
sumed during December’ was 
smaller than in November but the 
average use per working day re- 


|corded a slight gain, according to 





|result of 


New Year holiday and 10,502 cars, | 


or 1.3% below the corresponding 
week of 1945. Compared with the 
Similar period of 1944, a decrease 
of 6.973 cars or 0.9% is shown. 


the New York Cotton Exchange 
Service. In the carded gray cot- 
ton cloth markets, buying for first 
quarter delivery was quite active 
last week, with volume covering 


most of the standard construc- 
tions. 
The undertone in the Boston 


wool market was somewhat bet- 
ter during the past week as the 
increased inquiries for 
domestic wools; actual trading in 
these wools, however, remained 


| quiet. The recent reduction in do- 


Business Failures Higher—Com- | 
mercial and industrial failures in | 


the week ending Jan. 17 increased 


to twice the number in the pre- | 


vious week, according to Dun & 
Bradstreet, Inc. Twenty concerns 


failed as compared with only 10) 


last week and 16 in the corre- 
sponding week of 1945. 

An increase occurred in both 
both small and large failures, but 
large failures involving liabilities 
of $5,000 or more accounted for 
three-fourths of the total failures 
occurring during the week. These 
large failures at 15 were higher 
than the eight a week ago and 
also higher than the 11 in the 
same week of last year. Small 
failures with losses under $5,000 
were up from two last week to 
five this week, the same number 
occurring last year. 

Concerns failing this week were 
most numerous in manufacturing 


mestic wool prices has not as yet 
resulted in any appreciable gain 
in consumption of such wools, 
due largely to the well sold up 
condition of manufacturers and 
topmakers as regards finished 
products made from lower priced 
foreign wools. Sales totaling 21,- 
824,000 pounds of domestic wools 
were reported by the CCC since 
the recent readjustment of prices. 
This left stocks still held by that 
body of 419,115,000 pounds. De- 
mand for spot fine foreign wools 
continued active. Offerings of de- 
sirable Australian wools were 
scarce and resulted in better de- 
mand for higher priced South 
African wools. There was keen 
competition noted in primary 
markets of South America from 
European buyers. 


Wholesale Food Price Index 
| Unchanged — Counter-balancing 
changes in prices for individual 


where nine failures were re- 
ported. This represented a gain 
of four from the previous week's | 


commodities maintained the Dun 
& Bradstreet wholesale food price 
index for Jan. 15, at the previous 
level of $4.14. This was 1.0% 
the corresponding date 


a year 


| 


| 





|ago. Price changes during the | 


week showed advances in rye, 
oats, potatoes, butter and lambs. | 
There were declines for eggs, | 
currants and sheep. 

The index represents the sum 
total of the price per pound of 31 
foods in general use. 

Wholesale and Retail Trade— 
Consumer interest was mildly 
stimulated by scattered clearance 
sales throughout the country with 
volume slightly over a week ago 
and a year ago, according to Dun 
& Bradstreet, Inc., in its weekly 
review of trade. Spot reports put 
department store volume in sev- 
eral cities below a year ago. 
Stocks of consumer durable goods 
have not increased substantially; 
some smaller items such as irons 
and toasters continue to trickle 
in. 
Resort wear departments were | 
active this week. Small quan- 
tities of women’s wear in spring 
styles were sold. Clearance sales 
in furs met only lukewarm re- 
sponse and volume generally was 
about even with a year ago. The 
volume of men’s and women’s 
shoes continued to increase. Men’s 
and boys’ suits and topcoats con- 
tinued in large demand. 

Woolen and cotton piece goods 
remained at a premium. Stocks 
of linen were spotty though small 
quantities of imported linen were 
available. Consumers found little 
success in obtaining sheets and 
pillowcases. 

Household appliances appeared 
on shelves in small quantities. 
Home furnishings were quickly 
purchased when available. China- 
ware stocks increased slightly 
and stocks of floor coverings, such 
as linoleum and tile, rose slightly. 
The supply of mattresses and 
springs remained limited. Gener- 
al drug store merchandise sold 
well. 

Retail food volume was slightly 
over a week ago and moderately 
above a year ago. Volume of 
boxed chocolates was favorable 
compared with a year ago. Fish 
and poultry were reported plen- 
tiful; beef, veal, and lamb were in 


floody’s Bond Prices And Bond Yield Averages 


computed bond prices and bond yield averages are 
given in the following table. 


MOODY'S BOND PRICES 
(Based on Average Yields) 


Moody’s 


1946— 
Daily 
Averages 
Jan. 


Dec. 


Nov. 


Mar. 31 


Jan. 


High 1946 
Low 1946__ 


1 Year Ago 
Jan. 22, 


Jan. 22, 


1946— 
Daily 
Averages 
Jan. 

y 5 ee 
19 

18 
rt. 
16 

15 

14 





limited supply. Vegetables such 
as lettuce, turnips, kale, beets, 
and broccolli were fairly abund- 
ant. Apples continued § scarce. 
Most citrus fruits were obtain- 
able. 

Retail volume for the country 
was estimated to be from 3 to 7% 
above a year ago. Regional per- 
centage increases were: New Eng- 
land 3 to 5, East 4 to 8, Middle 
West 2 to 6, Northwest 5 to 10, 
South 0 to 4, Southwest 3 to 7, 
2acific Coast 7 to 10. 

Persistent demand of buyers in 
the market helped to push whole- 
sale volume upward during the 
week. Volume was slightly over 
both a week and a year ago. 
Shipments continued irregular 
with most deliveries scheduled 
several months ahead. The sup- 
ply of most merchandise _re- 
mained spotty. 

Department stores sales on a 
country-wide basis, as taken from 
the Federal Reserve Board’s in- 
dex for the week ended Jan. 12, 
1946, increased by 13% above the 
same period of last year. This 
compared with a decrease of 7% 
(revised figure) in the preceding 
week. In many cities stores were 
closed on Monday, Dec. 31 as well 
as on Tuesday, Jan. 1 and conse- 
quently the week included only 
four trading days as compared 
with five in the corresponding 
week last year. For the four 
weeks ended Jan. 12, 1946, sales 
increased by 12% and for the 


| year to date showed an increase 


of 11%. 
Percentage-wise retail trade in 
New York City the past week 


High 1946 
Low 1946_- 
High 1945 - 
Low 1945 

1 Year Ago 
Jan. 22, 


Jan. 22, 


wey 30.22 


High 1945____ 
Low 1945_____ 


1945 
2 Years Ago 
1944_ 


22 sonmiles 


1945. 
2 Years Ago 
1944. , 

*These prices are computed from average yields on the basis of one “typical” bond 
(3% % coupon, maturing in 25 years) and do not purport to 
level or the average movement of actual price quotations. 
illustrate in a more comprehensive way the relative levels and the relative movement 
wf yield averages, the latter being the true picture of the bond market. 


NOTE— The list used in compiling the averages was given in the Nov. 22, 1945 
issue of the “Chronicle” on page 2508. 


U. 8. Avge. 
Govt. Corpo- Corporate by Ratings* 
Bonds rate* Aaa Aa A Baa 
126.20 118.80 122.71 121.04 118.80 113.12 
126.20 118.60 122.71 120.84 118.60 112.75 
126.17 118.60 122.50 121.04 118.60 112.93 
126.06 118.60 122.50 120.84 118.60 112.93 
126.05 118.60 122.50 121.04 118.60 112.93 
126.17 118.60 122.29 120.84 118.60 112.75 
126.24 118.40 122.29 120.63 118.40 112.75 
126.24 118.40 122.29 120.63 118.40 112.75 
126.18 118.20 122.09 120.63 118.20 112.56 
126.11 *118.20 122.09 120.63 118.20 112.56 
126.00 118.20 121.88 120.22 118.20 112.56 
125.80 118.20 121.88 120.22 118.20 112.56 
125.55 118.00 121.67 120.22 117.80 112.56 
125.30 118.00 121.67 120.22 117.60 112.56 
125.22 117.80 121.46 120.02 117.60 112.37 
125.18 117.80 121.67 119.82 117.60 112.37 
125.03 117.60 121.67 119.82 117.40 112.19 
124.97 117.60 121.46 119.82 117.40 112.19 
Stock Exchange Closed 
124.67 117.40 121.25 119.82 117.40 112.00 
124.28 117.20 121.04 119.41 117.20 111.44 
124.17 117.00 120.84 119.41 117.20 111.25 
124,06 116.80 120.63 119.41 117.00 110.88 
123.81 116.80 120.63 119.41 117.00 110.70 
123.70 116.80 120.84 119.41 117.00 110.70 
123.44 116.80 120.84 119.41 116.80 110.52 
123.28 116.61 120.63 119.41 116.61 110.34 
123.05 116.61 120.63 119.41 116.41 110.15 
122.92 116.22 120.63 119.20 116.22 109.60 
122.19 116.02 120.84 118.80 115.82 108.88. 
122.09 116.02 120.84 119.00 116.22 108.52 
122.39 115.82 120.84 119.20 115.82 108.16 
122.93 116.02 121.04 119.20 116.02 108.16 
122.29 115.43 120.63 118.80 115.43 107.44 
122.38 115.24 120.84 118.40 115.04 107.09 
122.01 114.85 121.04 118.40 114.85 106.04 
121.92 114.66 120.02 118.60 114.46 106.04 
120.88 113.89 119.41 118.00 113.70 105.17 
126.24 118.80 122.71 121.04 118.80 113.12 
124.97 117.60 121.46 119.82 117.40 112.19 
124.84 117.60 121.25 119.82 117.40 112.00 
120.55 113.50 118.80 117.80 113.31 104.48 
121.14 113.70 119.20 117.80 113.31 105.00 
119.58 111.07 118.40 116.20 111.07 100.16 
MOODY’S BOND YIELD AVERAGES 
(Based on Individual Closing Prices) 
U.S Avge. 
Govt. Corpo- Corporate by Ratings* 
Bonds rate* Aaa Aa A Baa 
ce eae | 2.52 2.60 2.71 3.00 
1.32 2.72 2.52 2.61 2.72 3.02 
1.32 2.72 2.53 2.60 2.72 3.01 
1.33 2.72 2.53 2.61 2.72 3.01 
1.33 2.72 2.53 2.60 2.72 3.01 
1.32 2.72 2.54 2.61 2.72 3.02 
1.32 2.73 2.54 2.62 2.73 3.02 
1.32 2.73 2.54 2.62 2.73 3.02 
1.32 2.74 2.55 2.62 2.74 3.03 
1.32 2.74 2.55 2.62 2.74 3.03 
1.33 2.74 2.56 2.64 2.74 3.03 
1.35 2.74 2.56 2.64 2.74 3.03 
1.36 2.75 2.57 2.64 2.76 3.03 
1.38 2.75 2.57 2.64 2.77 3.03 
1.38 2.76 2.58 2.65 2.77 3.04 
1.38 2.76 2.57 2.66 2.77 3.04 
i.40 2.77 2.57 2.66 2.78 3.05 
1.40 2.77 2.58 2.66 2.78 3.05 
Stock Exchange Closed 
1.42 2.78 2.59 2.66 2.78 3.06 
1.45 2.79 2.60 2.68 2.79 3.09 
1.46 2.80 2.61 2.68 2.79 3.10 
1.47 2.81 2.62 2.68 2.80 3.12 
1.49 2.81 2.62 2.68 2.80 3.13 
1.50 2.81 2.61 2.68 2.80 3.13 
1.52 2.81 2.61 2.68 2.81 3.14 
1.53 2.82 2.62 2.68 2.82 3.15 
1.55 2.82 2.62 2.68 2.83 3.16 
1.56 2.84 2.62 2.69 2.84 3.19 
1.55 2.84 2.62 2.69 2.84 3.20 
1.57 2.84 2.61 2.70 2.84 3.20 
1.59 2.84 2.61 2.70 2.84 3.21 
1.63 2.85 2.61 2.71 2.86 3.23 
1.65 2.85 2.61 2.70 2.84 3.25 
1.64 2.86 2.61 2.69 2.86 3.27 
1.60 2.85 2.60 2.69 2.85 3.27 
1.64 2.88 2.62 2.71 2.88 3.31 
1.63 2.89 2.61 2.73 2.90 3.33 
1.66 2.91 2.60 2.73 2.91 3.39 
1.69 2.92 2.65 2.72 2.93 3.39 
1.77 2.96 2.68 2.75 2.97 3.44 
1.40 2.77 2.58 2.66 2.78 3.05 
1.32 2.71 2.52 2.60 2.71 3.00 
1.80 2.98 2.71 2.76 2.99 3.48 
1.41 2.77 2.59 2.66 2.78 3.06 
1.75 2.97 2.69 2.76 2.99 3.45 
1.86 3.11 2.73 2.84 3.11 3.74 
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vision of 








featured business activity. De- 
partment store gains ranged up- 
ward to 30%. The arrival of buy- 
ers in wholesale markets con- 
tinued heavy with their chief 
concern being to speed up orders 
that were previously placed. 


| There was a slight advance for 
higher than the $4.10 figure for 


the week in both wholesale and 


| 1946, 


j 
| 


lrose by 15% 


serve Bank’s 
store sales in New York City for | 
the weekly period to Jan. 
increased 


M-127, 
more equitable mark-up. 

According to the Federal Re- 
department 


index, 


19% 


retail food volume with gains be- date increased by 14%. 





ing somewhat limited by meat 
and butter shortages. In the piece 
goods field, converters and mills 
are marking time awaiting a re- 
permitting a 


1946 sales 
and for the year to 


12, 
above the 
|}same period last year. This com- 
|pared with a decrease of 4% in 
the preceding week. For the four 
weeks ended Jan. 12, 





Tuesday, Jan. 
Wednesday, Jan. 16__- 
| Thursday, Jan. 17 
Friday, Jan. 
Saturday, 
| Monday, een. Biss 
| Tuesday, Jan. 22- 
| Two weeks ago, Jan. 7___- 
| Month ago, Dec. 22, 
Year ago, Jan. 22_.--~...-<- 
‘1945 High, Dec. 


Jan. 


18 


Low, Jan. 24 


1946 High, 


Low, 


Jan. 


19 


27 


21 
Oe. Banks 


Moody’s Daily 
Commodity Index 


15, 1946 


1945 _. cuca 


264.7 
264.7 
264.8 
264.9 
264.9 
265.3 
265.7 
264.7 
264.6 
253.3 
265.0 
252.1 
265.3 
264.7 
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Wholesale Prices Declined 0.1% in Week Ended 
Jan. 12, Labor Department Reports 


“Lower prices for agricultural commodities more than offset 


higher prices for industrial products to cause a decline of 0.1% | Total U. S. Construction 
during the week ended Jan. 12, 1946, in the index of commodity | 


prices in primary markets of the Bureau of Labor Statistics, U. S 
Department of Labor,” the Bureau announced on Jan. 17, its advices 
stating that “at 106.7% of the 1926 average, the index was 0.3% below 
the postwar high reached two weeks earlier and 1.9% above the 
corresponding week of last year.”’ The Bureau’s report continued: 

“Farm Products and Foods. Average prices for farm products 
iropped 1.0%. Average quotations for citrus fruits declined with a 
1arrowing of the price range following reimposition of ceilings. White 
potatoes were generally lower with good supplies and increased 
novement to market of lower qualities. Quotations for apples moved 
up seasonally. Eggs dropped more than seasonally with a cut in the 
Army buying price. Hog prices dropped more than 1% with heavy 
novement of animals to market in anticipation of a strike in packing 
ylants. Quotations for lambs were lower with dull trade. Calves and 
cows moved up seasonally. Among the grains, wheat prices dropped, 
while oats, still in heavy demand, continued to advance and rye 
noved up reflecting short supplies. Average prices for farm products 
vere 1.0% below four weeks ago and 2.9% above mid-January, 1945. 

“Lower prices for fruits and vegetables and for eggs were re- 
sponsible for the decline of 0.4% in the group index for foods. In ad- 
dition, quotations for rye tlour dropped. Quotations for butter rose in 
Chicago as additional sellers moved toward higher ceilings per- 
nitted with the end of subsidies but still were generally below ceil- 
ngs. Quotations for dressed poultry moved up in accordance with ihe 
usual seasonal change in ceilings. 

“Other Commodities—-Average prices for all commodities other 
than farm products and foods advanced 0.1% to a level 1.5% above 
i year ago. Quotations for cotton underwear increased following 
‘evision of OPA ceilings to allow cost-plus-fixed-margin pricing. 
{fron ore prices rose under ceiling increases granted by OPA late in 
December and made retroactive for the 1945 shipping season. Frac- 
tionally higher prices for cement were reported in Rocky Mountain 
states under increased ceilings. Quotations for authragite and bitu- 
ninous coal continued to advance to higher ceilings allowed in 
December.” 

The Labor Department inciuded the following notation in. its 
report: 

NOTE.—The Bureau of Labor Statistics’ wholesale price data, 
for the most part, represent prices in primary markets. In general, 
the prices are those charged by manufacturers or producers or are 
those prevailing on commodity exchanges. The weékly index is cal- 
‘ulated from one-day-a-week prices. It is designed as an indicator of 
week to week changes and should not be compared directly with the 
nonthly index. 


The following tables show (1) indexes for the past three weeks, 
for Dec. 15, 1945 and Jan. 13, 1945 and (2) percentage changes in 
subgroup indexes froin Jan. 5, 1946 to Jan. 12, 1946. 


WHOLESALE PRICES FOR WEEK ENDED JAN. 
(1926 100) 
(Indexes for the last eight weeks are preliminary ) 
Percentage changes to 


12, 1946 


Jan. 12, 1946 from 
Commodity Grou» 1-12 1-5 12-29 12-15 1-13 1-5 12-15 1-13 
1946 1946 1945 1945 1945 1946 1945 1945 
All commodities 106.7 106.8 107.0 106.7 104.7 0.1 0 1.9 
Parm products 130.0 131.3 132.7 131.3 126.3 —1.0 1.0 + 2.9 
Poods . id a le 107.6 108.0 109.5 108.3 104.7 -0.4 0.6 2.8 
ides and leather products._.__. 119.4 119.4 119.4 119.4 117.9 0 0 1.3 
‘Textile products So aa 101.0 100.6 100.6 100.6 99.0 0.4 0.4 + 2.0 
Fuel and lighting materials 85.5 985.2 85.3 85.2 83.9 0.4 0.4 1.9 
Metals and metal products 105.4 105.3 105.3 105.3 104.0 0.1 + 0.1 1.3 
Building materials..__. 119.2 119.1 118.9 118.8 116.4 0.1 0.3 +2.4 
Chemicals and allied products 96.1 96.1 96.1 96.1 94.9 0 0 1.3 
Housefurnishing goods 106.4 106.4 106.4 106.4 106.1 0 0 0.3 
Miscellaneous commodities 95.0 95.0 95.0 95.0 94.0 0 0 1.1 
Raw materials_...____ 119.0 119.7 120.6 119.7 115.6 0.6 0.6 42.9 
Semi-manufactured articles 96.9 96.9 96.9 96.8 94.7 0 +01 + 2.3 
Manufactured products __ . 102.8 102.6 102.6 102.6 101.4 0.2 +02 +1.4 
All no Fo aga other than farm 
products __. . 101.5 101. . 3 99.6 ' 2 } 
All commodities other than farm - ete: ene ae! _ ~ a 
products and foods 100.7 100.6 100.6 100.5 99.2 0.1 + 0.2 1.5 
PERCENTAGE CHANGES IN SUBGROUP INDEXES FROM 
Jan. 5, 1946 to Jan. 12, 1946 

Increases 
dosiery and underwear 5.2 Iron and steel 0.2 
Cement 0.8 Meats 0.2 
aoe . 0.7 Bituminous coal 0.1 
airy products 0.4 Other building materials 0.1 

is Decreases 
*ruits and vegetables 1.4 Other foods 1 
ther farm products =~ =. 1.1 Livestock and poultry +: 

Grains 


0.6 
—- 


Civil Engineering Construction Totals 
$45,381,000 for Week 


Civil engineering construction volume in continental Uni 
é nited 
States totals $45.38 1.000 for the week ending Jan. 17, 1946, as re- 
oorted to “Engineering News-Record.” This volume is for the regu- 


ter five-day week and when compared with the preceding seven-day 
week, it is 48% less, but 64% greater than the corresponding week 
of 1945 and 11% below the previous four-week moving average of 
$50,726,000. The report issued on Jan. 17 continued as follows: 
Private construction while 52% less than the previous week is 
324% greater than the week last year. Public construction for the 
current week is down 38% from last week and down 27% from the 
week of 1945. State and municipal construction, 33% below last week, 
‘s 155% greater than the corresvonding week of 1945. Federal work 
dropped 50% below last week and 77% below the week last year. 
On a three-week cumulative basis, the 1946 total is $176,647,000, 
or 122% greater than the $79,402,000 recorded last year for the 
same period. The cumulative total for private construction in 1946 
is 305% greater than last year, and state and municipal construction, 


| 
; 


i 














204% greater than last year. Public construction is 13% greater than 
the correspondig total for last year, but federal work is down 62%. 
Civil engineering construction volume for the current week, last 

week and the 1945 week are: 
Jan. 17, 1946 Jan. 10,1946 Jan. 18, 1945 


___$45,381,000 $87,971,000 $27,702,000 
Private Construction - 30,394,000 63,638,000 7,175,000 
Public Constructio. ’ 14,987,000 24,333,000 20,527,000 


State & Municipal_-__---- 
Federal 


11,213,000 16,834,000 4,401,000 
3,774,000 7,499,000 16,126,000 


In the classified construction groups, only one of the nine classes 


except at a higher purchasing 


‘basis. To conserve supplies, the 


recorded a gain over the preceding (seven-day) week and that was | 
waterworks. Six of the nine classes gained over the week last year | 


as follows: Waterworks, sewerage, earthwork and drainage, high- 
ways, industrial buildings and commercial buildings. 


NEW CAPITAL 

New capital for construction purposes this week totals, $10,363,- 

000 and is made up of $5,492,000 in state and municipal bond sales 
and $4,871,000 in corporate security issues. The corresponding week 
of 1945 recorded $14,716,000, of new capital consisting of $13,041,000 
in state and municipal bond sales and $1,175,000 ia corporate security 
issues. The three-week cumulative figure for 1946 is 58% below the 
corresponding period of 1945. 





Electric Output for Week Ended Jan. 19, 1946 


| 


| 
| 
| 


9.6% Below That for Same Week a Year Ago’ 


The Edison Electric Institute, in its current weekly report, e2sti- 
mated that the production of electricity by the electric light and 
power industry of the United States for the week ended Jan. 19, 
1946, was approximately 4,150,C000,000 kwh., which compares with 
4,588,214,000 kwh. in the corresponding week a year ago, and 4,163,- 
206,000 kwh. in the week ended Jan. 12, 1946. The output for the 
week ended Jan 19, 1946 was 9.6% below that of the same week 
in 1945. 


PERCENTAGE DECREASE UNDER SAME WEEK LAST YEAR 
Week Ended 








Major Geographical Divisions— Jan. 19 Jan. 12 Jan. 5 Dec. 29 
LES SEE 3.1 4.6 71.5 4.5 
Middle Atlantic____- i ta aie 4.6 4.9 6.7 4.28 
Sentral Industrial__....._....-- 14.3 12.0 14.3 13.0 
West Central_ Tas TO La 1.8 0.2 2.3 2.9 
Zouthern States___-- 2 sade 10.5 10.9 14.7 15.3 
aecky Mountain.._............... 6.2 0.2 4.8 1.2 
EE EE eee 12.4 16.1 20.1 14.1 

Total United States se 9.6 9.8 12.7 11.0 

*Preliminary. Revised. 
DATA FOR RECENT WEEKS (Thousands of Kilowatt-Hours) 
% Change 

Week Ended 1945 1944 under 1944 1943 1932 1929 
Oct. 6 ee 4,028,286 4,375,079 — 7.9 4,341,754 1,507,503 1,806,403 
Oct. 13 a 3,934,394 4,354,575 — 9.6 4.382,268 1,528,145 1,798,633 
Oct. 20 ‘ 3,914,738 4,345,352 9.9 4,415,405 1,533,028 1,824,160 
Oct. 27 3,937,420 4,358,293 — 9.7 4.452,592 1,525,410 1,815,749 
Nov. 3 = 3,899,293 4,354,939 —10.35 4,413,863 1,520,730 1,798,164 
Nov. 10 - 3,948,024 4,396,595 —10.2 4.482,665 1,531,584 1,793,584 
Nov. 17 = a 3,984,608 4,450,047 —10.5 4,513,299 1,475,268 1,818,169 
Nov. 24 ¥ " 3,841,350 4,368,519 —12.1 4,403,342 1,510,337 1,718,002 
Gee. A 4,042,915 4,524,257 —10.6 4,560,158 1,518,922 1,806,225 
Dec. 8 4,096,954 4,538,012 — 9.7 4,566,905 1,563,384 1,840,863 
Dec. 15 4,154,061 4,563,079 — 9.0 4,612,994 1,554,473 1,860,021 
Dec. 22 4,259,376 4,616,975 — 8.2 4,295,010 1,414,710 1,637,683 
Dec. 29 3,756,942 4,225,614 —11.0 4,337,287 1,619,265 1,542,000 

% Change 

Week Ended 1946 1945 under 1945 1944 1932 1929 
Jan. §_. * 3,865,362 4,427,281 12.7 4,567,959 1,602,482 1,733,810 
Jan. 12 *4,163,206 4,614,334 — 9.8 4.539,083 1,598,201 1,736,721 
Jan. 19 $4,150,000 4,588,214 — 9.6 4,531,662 1,588,967 1,717,315 
Jan 26 4,576,713 4,523,763 1,588,853 1,728,208 
Feb. 2 4,538,552 4,524,134 1,578,817 1,726,161 


*Revised. iPreliminary. 


Non-Ferrous Metals—Lead Price Up Sharply 
In British Market—Quicksilver Lower in N. Y. 


“E. & M. J. Metal and Mineral Markets,” in its issue of Jan. 17, 
stated: “Outstanding in developments in non-ferrous metals last week 
was the sharp advance in the price of lead in the British market to the 
equivalent of 7c. a pound. To maintain a steady flow of foreign lead 
into the United States market, price adjustments here will be neces- 
sary, the industry believes. Renewal of copper contracts with South 
American producers is expected > 
before the end of the month. The | tons, against 1,636,295 tons in 1944. 
order limiting purchases of cad-| Except for some delay in moving 
mium has not yet been issued, | copper because of strikes the ton- 
but is expected shortly. Quick-| nage shipped in December would 
silver was unsettled, and sold at have been larger, the industry be- 
$105 per flask, spot, a reduction | lieves. The trade is moving slowly 
of $3. Antimony remains tight.” in regard to taking care of Feb- 
The publication further went on ruary requirements, as numerous 
to say in part as follows: problems have been injected into 








| nounced on Jan. 





| mand 


British consumer during the first 
quarter of 1946 will not obtain 
more than 80% of the quantity 
that he received in the last four 
months of 1945. 

The advisory committee of the 
lead industry was scheduled to 
meet with officials in Washing- 
ton on Jan. 22 to discuss the sup- 
ply situation, which has become 
more involved because of the up- 
lift in prices in England, the strike 
in Mexico, and a possible strike 
in Utah. Some members of the 
industry believe that the ques- 
tion of raising the price will be 
brought up at the conference. 
With England a buyer at above 


domestic parity, foreign lead is 
certain to move to the highest 
bidder. 

Sales of lead in the domestic 
market for the week involved 
5,294. 

Zine 
The tight situation in Special 


High Grade zine should be eased 
slightly as soon as production is 
resumed at the electrolytic re- 
finery of the American Zinc, Lead 
& Smelting Co., at Monsanto, Ill. 
Officials of the company an- 
15 that workers 
there, who had been out on strike 
since early December, agreed to 


| return to their jobs at unchanged 


wage rates. Workers originally de- 
manded that wages be increased 
25c. an hour. 

Despite the continued unsettle- 
ment in the labor situation, de- 
for both Special High 
Grade and Prime Western grades 


| of zinc remained fairly active last 


| week. 





| 
| 





C the situation by labor develop- 
onper. ments. 
The industry continues to hope Production of copper in North- | 
for early official announcement 


ern Rhodesia has been 


that purchases of copper by the 
Government in Latin America 
have been resumed. Copper re- 
quirements are being studied at 
present to arrive at a decision on 
the tonnage that is to be brought | 
into the country in the first half. 
of 1946. So far, no definite com- 
mitments for foreign copper have 
been made. The price that will be | 
paid is expected to remain un-.| ‘ 
changed. | tract more lead to ge deo 

Deliveries of refir . | market. It recognizes that the 
the United States x amecies | world supply situation is tight and 


shortage. 
Lead 


Effective Jan. 15,° the British 
Ministry of Supply advanced the 
price of lead in the British mar- 
ket £9 per long ton, establishing 
the quotation at £39, or the equiv- 
alent of approximately 7c. a 
pound. This step was taken to at- 


amounted to 103,464 tons, making 
1,517,842 | 


the total for the year 





tempo- | 
rarily curtailed because of a coal | 


| Civilian 


Tin 

Production of tin at the smel- 
ter in Texas amounted to 40,591 
long tons in 1945, according to the 
Production Administra- 
tion. This compares with 30,619 
tons in 1944 and 20,727 tons in 
1943. Output in December was 
3,676 tons, or at the rate of 44,112 
tons a year, the highest since the 
plant began operating in April, 
1942. More than 90% of the 
smelter’s 1945 production was 
Grade A quality tin. 

Consumption of primary tin in 
the United States at present is be- 
lieved to amount to slightly more 
than 5,000 tons a month. 

The price situation remains un- 
changed. Straits quality tin for 
shipment, cents per pound, was 
nominally as follows: 


Jan. Feb. March 
Ton. 10 52.000 52.000 52.000 
Jan. 11 52.000 52.000 52.000 
Jan, 12 52.000 52.000 52,000 
Jan. 14 52.000 52.000 52.006 
Jan, 15 52.000 52.000 52.000 
Jan. 16 52.000 52.000 52.000 


Chinese, or 99% tin, continued 
at 51.125c. per pound. 


Quicksilver 


A moderate volume of business 
has been placed in quicksilver 
during the last week, but at prices 
averaging around $3 per flask be- 
low the level of recent weeks. 
Quotations in New York settled 
at $105 to $108 per flask, spot and 
nearby metal. The market was 
anything but active and the under- 
tone in so far as forward business 
was concerned was barely steady 
at the lower level. | 

Preliminary figures issued by 
the Dominion Bureau of Statistics 
indicate that Canada produced no 
quicksilver during 1945. 


Silver 
Advices from Washington were 
lukewarm on prospects for early 
action on reconsideration of the 
Green bill. As Congress recon- 


| vened, most of the Senators from 


the silver states had not yet ar- 
rived. 

Silver refineries in the United 
States recovered 6,763,000 oz. of 
silver during November, of which 
2,654,000 oz. was from domz2stic 


/sources and 4,109,000 oz. foreign. 


; 
j 
1 
| 


that little or no metal would be! fo 
forthcoming from foreign sources London was unchanged at 44d. 


Output in October totaled 7,002,- 
000 0z., of which 2,780,000 oz. was 
domestic and 4,222.00 oz. foreign. 
The New York Official price of 
reign silver continued at 7024c, 
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Daily Average Grude Oil Production for Week 
Ended Jan. (2, 1846 Increased 30,300 Barrels 


The American Petroleum Institute estimates that the daily aver- 
age gross crude oil production for the week ended Jan. 12, 1946 was 
4,578,400 barrels, a gain of 30,300 barrels per day over the preceding 
week and 78,400 barrels in excess of the daily average figure of 
4,500,000 barrels recommended by the Bureau of Mines for the month 


of January, 1946. The current figure, however, was 144,250 barrels | 
per day lower than output in the week ended Jan. 13, 1945. Daily | 


production for the four weeks ended Jan. 12, 1946 averaged 4,520,000 
barrels. Further details as reported by the Institute follow: 

Reports received from refining companies indicate that the in- 
dustry as a whole ran to stills on a Bureau of Mines basis approxi- 
mately 4,498,000 barrels of crude oil daily and produced 14,246,000 
barrels of gasoline; 2,101,000 barrels of kerosene; 5,325,000 barrels of 


distillate fuel, and 8,223,000 barrels of residual fuel oil during the | 


week ended Jan. 12, 1946; and had in storage at the end of that week 
99,574,000 barrels of finished and unfinished gasoline; 9,641,000 bar- 
rels of kerosene; 33,359,000 barrels of distillate fuel, and 40,499,000 
barrels of residual fuel oil. 


DAILY AVERAGE CRUDE OIL PRODUCTION (FIGURES IN BARRELS) 























State Actual Production 
*B. of M. Allow- Week Change 4 Weeks Week 
Calculated ables Ended from Ended Ended 
Requirements Begin. Jan. 12, Previous Jan. 12, Jan. 13, 
January Jan. 1 1946 Week 1946 1945 
Oklahoma 382,000 390,000 *391,050 1,750 390,000 360,750 
Kansas 260,000 249,400 +*249,209 + 43,250 238,400 272,650 
Nebraska 800 * *750 750 1,000 
Panhandle Texas - 81,000 81.000 88,700 
North Texas 152,800 151,200 143,150 
West Texas 489,300 100 477,600 478,600 
East Central Texas 140,050 250 137,600 144,050 
East Texas 320,000 313,500 370,900 
Southwest Texes 328,900 100 321,700 342,350 
Coastal Texas 488,750 + 1,250 478,600 552,600 
Total Texas 1,950,000 £2,122.696 2,000.800 1,500 1,961,200 2,120,350 
North Louisiana 78,700 950 77,550 69,050 
Coastal Louisiana 288,850 6,45 293,700 289,200 
o 
Total Louisiana 365,000 409,214 367,550 5,500 371,250 358,250 
Arkansas 76,000 77,311 77.311 750 76,600 61,400 
Mississippi 48,000 53,600 900 54,100 50,150 
Alabama 500 800 150 550 300 
Florida 100 100 50 
Illinois 206.000 207,450 2.250 204,800 203,650 
Indiana 13,000 15,450 1,300 14,050 13,000 
Eastern— 
(Not incl. Il., Ind., 

Ky.) 63,200 66,200 2,650 59,950 62,350 
Kentucky 28,500 29,800 250 29,600 29,65G 
Michigan 46,000 47,100 1,850 45,450 50,700 
Wyoming £0,000 64,700 3,050 91,500 97,900 
Montana 21.000 19,500 19,900 20,400 
Colorado 20,000 28,750 1,300 25.050 9,350 
New Mexico 98,000 104,000 98,300 98,100 103,250 

Total East of Calif. 3,668,000 3.748.400 47.05 3.681.350 3,835,150 
California 832,000 824.000 830,000 16,750 838,650 887,500 
Total United State 4,500,000 4,578,400 30.300 4.520.000 4,722,650 


*These Bureau of Mines calculations of 
oil (after deductions of condensate and natural 
premises outlined in its detailed forecast for the 


are the requirements of domestic crude 
gas derivatives) based 
month of January. As 


from crude oil inventories must be deducted from the Bureau's estimated requirements 
to determine the amount of new crude to be produced. In some areas the weekly 
estimates do, however, include small but indeterminate amounts of condensate which 
is mixed with crude oil in the field. 








‘Oklahoma, Kansa Nebraska figures are for week ended 7:00 a.m. Jan. 9, 1946 

This is he net basic allowable as of Jan. 1 calculated on a 31-day basis and 
includes shutdowns and exemptions for the efhtire month. With the exception of 
several fields which were exempted entirely and of certain other fields for which 
shutdowns were ordered for from 1 to 12 days, the entire state was ordered shut 
dcwn for 5 day no definite dates during the month peing specified: operators only 
being required to shut down as best suits their operating schedules or labor needed 
ia operate leases, total equivalent to 5 days shutdown time during the caienaal 
month. 

Recommendation of Conservation Committee of California Oil Producers. 
CRUDE RUNS TO STILLS; PRODUCTION OF GASOLINE; STOCKS OF FINISHED 
AND UNFINISHED GASOLINE, KEROSINE, GAS OIL AND DISTILLATE FUEL 
AND RESIDUAL FUEL OIL, WEEK ENDED JAN. 12, 1946 
(Pigures in thousands of barrels of 42 gallons each) 

Figures in this section include reported totals plus an 
estimate of unreported amo ints and are therefore on 4 
Bureau of Mines basis— rae 
Gasoline {Finish’d {Stk of *Stk 
“~ Daily Crude Runs Produc’n end tStocks Gas Oil of 
tefin'g to Stills at Ref. Unfin. of & Dist. Resid. 
Capac. Daily ‘- Op- Inc. Nat. Gasoline Kero- Fuel Fuel 
District Report’g Av. erated Blended Stocks sine Oil Oil 
Gast Coast....... -.. 99.5 550 62.2 1,957 20,711 3,621 9,835 5,883 
Appalachian— aA res 
District No. 1_----- 76.8 87 59.6 283 2,952 294 527 286 
District No. 2.-..-- 81.2 61 122.¢ 316 1,168 38 151 155 
GnG. GE., By nanncnsne 7.2 707 82.5 2,593 20,520 1.620 4.927 2,492 
Okla., Kan., Mo._-_-- 78.3 383 81.7 1,441 9,007 479 1,713 1.017 
tnland Texas-_-_----- 59.8 208 63.0 866 2,864 208 _ 365 33 64 
Texas Gulf Coast__-- 89.3 1.155 93.4 3,624 17,344 1,529 : 939 9,397 
Louisiana Gulf Coast— 96.8 314 120.8 839 5,296 929 1.870 1,163 
No. La. & Arkansas__ 55.9 57 45.2 158 1,969 261 457 260 
Rocky Mountain— E : : 
District No. 3_.--- 17.1 13 100.0 36 103 20 17 _29 
District No. 4..~--- 72.1 115 72.3 369 1,913 88 A 411 - 713 | 
California —_- orem 86.5 748 77.4 1,959 15,727 554 7,147 22,34G 
Total U.S. B. of M ca 
basis Jan. 12, 1945 85.7 4,458 83.2 14,246 99,574 9.641 3,359 40,499 
Total U.S. B. of M 4 a ba 2 tess 
basis Jan. 5, 1946 85.7 4,651 86.0 14,483 98,494 10,530 35,199 42.371 
Uv. S RFR of M_ basis - indi te 
Jan. 13, 1945_-- 4,580 14.312 7*88,464 10,093 35.490 53,763 





Includes 8,082,000 barrels of unfinished gasoline stocks. +Includes 12,864,000 
barrels of unfinished gasoline stocks. iStocks at refineries, at bulk terminals, in 
transit and in pipe lines. §Not including 2,101,000 barrels of kerosine, 5,325,000 
barrels of gas oil and distillate fuel oi] and 8,223,000 Larrels of residual fuel. oil 
produced during the week ended Jan. 12, 1946, which compares with 2,201,000 barrels, 
5 293.000 barrels nd 8,867.000 barrels, respectively, in the preceding week and | 
1 478.000 barre's, 4,464,000 barrels and 9;296,000 barrels, respectively, in the week! 
ended Jan. i3, i940. 


upon certain | 
requirements | 
may be supplied either trom stecks or from new production, contemplated withdrawals | 


| Trading on New York Exchanges 


The Securities and Exchange Commission made public on Jan. 16, 
, 1946, figures showing the volume of total round-lot stock sales on ihe 
New York Stock Exchange and the New York Curb Exchange and 
| the volume of round-lot stock transactions for the account of all 
members of these exchanges in the week ended Dec. 29, 1945, continu- 
ing a series of current figures being published weekly by the Commis- 


_sion. Short sales are shown separately from other sales in these 
| figures. 


Trading on the Stock Exchange for the account of members 
| (except odd-lot dealers) during the week ended Dec. 29 (in round- 
lot transactions) totaled 1,604,404 shares, which amount was 16.51% 
_ of the total transactions on the Exchange of 4,859,910 shares. This 
| compares with member trading during the week ended Dec. 22 of 
| 2,436,025 shares, or 15.90% of the total trading of 7,659,410 shares. 

On the New York Curb Exchange, member trading during the week 
| ended Dec. 29 amounted to 463,310 shares or 11.29% of the total 
volume on that Exchange of 2,051,500 shares. During the week ended 
Dec. 22 trading for the account of Curb members of 598,455 shares 
was 11.29% of the total trading of 2,649,005 shares. 


| Total Round-Lot Stock Sales on the New York Steck Exchange and Round-Lot Stock 























Transactions for Account of Members* (Shares) 
WEEK ENDED DEC. 29, 1945 
a. Total Round-Lot Sales: Total for Week t's 
Short sales. .._.-_- peo 122.450 
tOther sales____ 4,737,460 
Total sales oid : 4,859,910 
s. Round-Lot Transactions for Account of Members, 
Except fur the Odd-Lot Accounts of Odd-Lot 
Dealers and Specialists: 
1. Transactions of specialists in stocks in which 
they are registered— 
ee a EEE SIE Ne ES AP one 34.4 
eee © CRIB. icoensmceconescauwas ieGee 
SS eee ne endl 420.910 
SII teers caicnsinsinassahievamataniiadnanectsa ankamaiiibels _ 493.900 10.27 
8. Other transactions initiated on the floor— 
Pe FRc ccc pilininiunscniiinbia _ 94,690 
EE stn costae tactician mee oenalibiiade 4,200 
| ERR RS SS, SRE SHORES: HP 83,520 
TT III sh sinins shusinniigncemtation Eerie: endaigetiia tmntbien 87.720 1.88 
8. Other transactions initiated off the floor— 
IN ins-as ws icriblthsismakaces wanpahiggnniomaies 166,075 
RE EAS Soir ee ee aS aaa 17,240 
NS at iiss witsinikaettnetitinacts atesenbanganigadiioime 240,349 
Total sales...._...... * ae 257,589 4.36 
4. Total— 
eS a ee ie Sten 765,195 
STE TOTTI clecicichiendeehcecins ebsites coolant ecssteadinadatagaaeaiale 94,430 
8g REE ATE SY RIE a Fee DRA SU 744,779 
Total sales... nae 839,209 16.51 
Total Round-Lot Stock Sales on the New York Curb Exchange and Stock 
Transactions for Account of Members* (Shares) 
WEEK ENDED DEC. 29, 1945 
1. Total Round-Lot Sales: Total for Week é 
eS ih nstrenioesne atnnathecinniantiinnsiial stad trudiniidiaieiil 16,030 
i eee re ane 2,055,470 
BURGE GRID io ne dcncnanenisenneh hhtaléaln dein: 2,051,500 
3. Round-Lot Transactions for Account of Members: 
1. Transactions of specialists in stocks in whicb 
they are registerea— 
PRET PR eine ceanienctiinnamatiuitiities 147,085 
j FR EEE Se ay See OAR 7,240 
ee a er Peee See Or ee ee ee 129,555 
ee ie be mae 136,795 6.92 
#. Other transactions initiated on the floor— © 
poo Oa ea reer ue 28,070 
SLR ae ee HE TE 700 
i  caeaane 26,100 
EE LL EE ce ea eee 26,800 1.34 
| 8. Other transactions initiated off the floor— 
po ON ESSE ee 48.770 
ESE STs fe Re en 1,000 
} ER CRI kien Bacawecaronceaa 74,790 
} —_- 
| 2 NES ROE a EE a 75,790 3.03 
| 4. Total— 
re i e icemnenn 223,925 
RA AA ae ion selcaioabihen 8,940 
ER ESE SS 230,445 
ESL EP A, Se ae 239,385 11.29 
| J, Odd-Lot Transactions for Account of Specialists— 
} | Gia aa 0 
eg EE Be eee eee 74,378 
Fe, 74,378 


Total sales 


*The term “members” includes all regular and associate Exchange members, their 
firms and their partners. including special partners. 

tIn caiculating these percentages the total of members’ purchases and sales is 
sompared with twice the total round-lot volume on the Exchange for the reason that 
the Exchange volume includes only sales. 

tRound-lot short sales which are exempted from restriction by the Commission’s 
ules are included with “other sales.” 

§Sales marked ‘“‘short exempt” are included with ‘‘other saies.” 








Pres. Hasier Reports Increase in Net Earnings, 
Resources of Continental Bank & Trust 


The Continental Bank & Trust Co. of New York attained new 
high levels in resources, net earnings and deposits last year, it was 
disclosed on Jan. 13 in the annual report of Frederick E. Hasler, 
“hoirmen and President. which was mailed to stockholders in ad- 





and deposits of $204,765,283 at the year-end were both more than 
23% higher than at the close of® 





1944. After payment of $340,- 
000 in dividends to shareholders, 


ithe surplus and undivided profits 


account stood at $6,336,025 com- 
pared to $5,789,436 at the previous 
year-end. Net earnings passed the 
$2,000,000-mark for the first time 
in the bank’s 


They totaled $2,113,346 and com- 
pared to $1,177,443 for the year 
1944, an increase of 79%. Net 


‘earnings from current operations 


increased from $803,013 in 1944 
to $886,588, a gain of 10%. Earn- 


‘ings based on present capitaliza- 
75 years history. tion were $4.22 per share of stock « 


vance of the annual meeting on Jan. 16. Resources of $218,680,271 | 


| 


_— 


| compared to $2.35 for the preévi- 
}ous year. Investments of $94,978. - 
370, of which $72,858,181 repre- 
sented holdings of United States 
Government obligations, com- 
pared to $78,701,819 at the close of 
1944. Government holdings in- 
creased $11,481,834, and municipal! 
bond holdings $3,296,556. 
Commenting on the damage to 
recovery caused by the wave of 
labor-manageme it disputes which 
has swept the country, Mr. Hasler 
said that the dissension “had fo- 
cussed attention on Congress 
whose duty it is to protect the 


public, workers and _ business 
alike.” , 
“Congress must determine 


whether we shall have two sets of 
laws—one governing the obliga- 
tions of the union and the other 
governing the obligations of in- 
dividuals and of business— or a 
single standard of laws with equal 
responsibilities for all,” he con- 
tinued. “Much will depend on the 
decision of Congress, and it is the 
hope of every person who has the 
welfare of our country at heart 
that there will be no double 
standard of law or of enforce- 
ment. This is a_ responsibility 
which Congress cannot evade. 
Once assured of a labor-manage- 
ment peace in which the basic in- 
terests and rights of both are con- 
served, the United States should 
be in a position to forge ahead ‘to 
new peacetime levels of employ- 
ment, production and national in- 
come.” 


Mr. Hasler was optimistic as to 
the outlook for expansion of our 
foreign trade, provided we take a 
long-range view and do not treat 
our advantage as a “temporary 
windfall.” He saw no important 
competition for American manu- 
facturers in foreign markets for 
the next three years, except that 
of Great Britain. 


He warned that if the United 
States hoped to increase its ex- 
ports substantially on a sound 
and permanent basis, it must be 
prepared to import more raw ma- 
terials and finished goods than 
heretofore from the countries to 
which jit sells. “Only in this way, 
by an exchange of goods of ap- 
| proximate monetary value,” he 
| said, “can other countries secure 


_ the dollars to pay for their pur- 
‘age from us.” 











NYSE Odd-Lot Trading 


| The Securities and Exchange 
'Commission made public on Jan. 
'16, a summary for the week 


'ended Jan. 5 of complete figures 
| showing the daily volume of stock 
| transactions for odd-lot account 
of all odd-lot dealers and special- 
| ists who handled odd lots on the 
New York Stock Exchange, con- 
tinuing a series of current figures 
' being published by the Commis- 
| sion. The figures are based upon 
|reports filed with the Commis- 
sion by the odd-lot dealers and 
specialists. 


STOCK TRANSACTIONS FOR THE ODD 
LOT ACCOUNT OF ODD-LOT DEALERS 
AND SPECIALISTS ON THE N. ¥ 
STOCK EXCHANGE 


Week Ended Jan. 1946 


o, 


Odd-Lot Sales by Dealers— Total 
(Customers’ purchases) For Week 
Number of orders__- a 24,662 
Number of shares___- 694,556 


Dollar Value $29,735,790 
Odd-Lot Purchases by Dealers— 
‘Customers’ sales) 


Number of Orders: 











Customers’ short sales 48 
‘Customers’ other sales. 23,458 
Customers’ total sales 23,506 
Number of Shares: 
Customers’ short sales 1,690 
*Customers’ other sales_- 626,742 
Customers’ total sales_- 628,432 
Dollar Value. ad $26,557,823 
| Round-Lot Sales by Dealers— 
| Number of Shares: 
Short sales_- geen 150 
+Other sales = 137,960 
Total sales... 2.....<.esasee 138,110 
Round-Lot Purchases by Dealers— 
Number of shares..___-____ 199,730 


*Sales marked “short exempt” are re- 
ported with “other sales.” 

+Sales to offset customers’ odd-lot orders 
and sales to liquidate a long position which 
is less than a round lot are reported witk 
other sales.” 


~~ 
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Weekly Goal and Coke Production Statistics 


The total production of soft coal in the week ended Jan. 12, 1946, 
as estimated by the United States Bureau of Mines, amounted to 
11,500,000 net tons, an increase of 1,245,000 tons over the output in 
the holiday week preceding. Production in the corresponding week 
of 1945 amounted to 12,150,000 tons. For the year to Jan. 12, 1946 
soft coal output was estimated at 20,080,000 net tons, a decrease of 
11.6% when compared with the 22,725,000 tons produced from Jan. 1 
to Jan. 13, 1945. 

Production of Pennsylvania anthracite for the week ended Jan. 
12, 1946, as estimated by the Bureau of Mines, was 1,060,000 tons, an 
increase of 324,000 tons (44%) over the preceding week. When com- 
pared with the output in the corresponding week of 1945 there was 
a decrease of 49,000 tons, or 4.4%. For the calendar year to date, 
anthracite production amounted to 1,657,000 tons, compared with 
1,888,000 tons in the corresponding period of 1945. 

The Bureau also reported that the estimated production of bee- 
hive coke in the United States for the week ended Jan. 12, 1946, 
showed an increase of 5,800 tons when compared with the output for 
the week ended Jan 5, 1946, but was 5,000 tons less than for the 
corresponding week of 1945. 

ESTIMATED UNITED STATES PRODUCTION OF BITUMINOUS COAL AND LIGNITE 


(In Net Tons) 


Week Ended——_—_——_- 
*Jan. 5, Jan. 13, 
1946 1945 


Jan. 1 to Date—— 
+Jan. 12, Jan. 13, 
1946 1945 
20,080,000 22,725,000 
1,988,000 1,959,000 


Jan. 12, 
Bituminous coal & lignite— 1946 
Total, including mine fuel- 11,500,000 10,255,000 12,150,000 


Daily average ----- 1,917,000 2,011,000 2,025,000 
*Revised. tSubject to current adjustment. 
ESTIMATED PRODUCTION OF PENNSYLVANIA ANTHRACITE AND COKE 
(In Net Tons) 

-~—__—_——-Week Ended— 
tJan. 12, $Jan. 5, 
1946 1946 
1,060,000 736,000 
1,018,000 707,000 


-- -Calendar Year to Date— 
Jan. 12, Jan. 13, Jan. 16, 
i946 1945 1937 
1,557,000 1,888,000 2,277,000 
1,591,000 1,812,000 2,163,000 


Jan. 13, 
1945 
1,109,000 
1,065,000 


Penn. Anthracite— 
*Total incl coll. fuel 
+Commercial produc. 

Beehive coke— e 
United States total_ 95,000 89,200 100,000 158,700 176,600 145,200 

*Includes washery end dredge coal and coal shipped by truck from authorized 
operations. ‘Excludes colliery fuel. tSubject to revision. §Revised. 


ESTIMATED WEEKLY PRODUCTION OF BITUMINOUS COAL AND LIGNITE, 
BY STATES, IN NET TONS 


(The current weekly estimates are based on railroad carloadings and river 
shipments and are subject to revision on receipt of monthly tonnage reports from 
district and State sources or of final annual returns from the operators.) 

Week Ended 
Dec. 29, 
1945 

186,000 

6,000 

75,000 

110,000 








Jan. 6, 
1945 

360,000 
7,000 
95,000 
147,000 
1,000 
1,307,000 
525,000 
55,000 
160,000 
987,000 
330,000 
26,000 
2,000 
101,000 
33,000 
53,000 
502,000 
2,195,000 
130,000 
4,000 
134,000 
378,000 
25,000 
1,980,000 
853,000 
185,000 


Jan. 5, 

1946 
331,000 
6,000 
84,000 
122,000 
1,000 
1,218,000 
445,000 
42,000 
104,000 
945,000 
. 398,000 
39,000 
2,000 
104.000 
26,000 
83,000 
615,000 
2,290,000 
136,000 
1,000 
117,000 
300,000 
28,000 
1,715,000 
920,000 
183,000 


State— 


Arkansas and Oklahoma 
Colorado 


Georgia and North Carolina 
1,016,000 


362,000 
28,000 
104,000 
530,000 
270,000 
27,000 
3,000 
104,000 
23,000 
64,000 
410,000 
1,765,000 
83,000 
2,000 
81,000 
165,000 
29,000 
892,000 
618,000 
147,000 


a 


Kansas and Missourit.______-----~ 
Kentucky—Eastern 
Ker tucky—Western 


Mich 

M™ ntana tbitum. & lignite).---_-- 
oS Ee ae ae 
Worth & South Dakota (lignite) __-_-. 
Ohio 

Pennsylvania (bituminous) 
‘Tennessee be 
Texas (bituminous & lignite) 
Utah 


a ---———_--——— = 


ashingto 
*West Virginia—Southern_______ = 
2 West Virginia—Northern________. 
Wyoming 














SOther Western States 


Total bituminous & lignite 10,255,000 7,100,000 10,575,000 


tIncludes operations on the N. & W.; C. & O.; Virginian; K. & M.; B. C. & G.; 
@nd on the B. & O. in Kanawha, Mason, and Clay counties. tRest of State, including 
the Panhandle District and Grant, Mineral, and Tucker counties. §Includes Arizona 
and Oregon. *Less than 1,000 tons. 





National Fertilizer Association Commodity 
Price Index Remains Unchanged 


The weekly wholesale commodity price index compiled by The 
National Fertilizer Association and made public on Jan. 21, remained 
unchanged in the week ended Jan. 19, 1946, at 142.1, the same as in 
the previous week. A month ago the index stood at 141.8, and a 
year ago at 139.9, all based on the 1935-1939 average as 100. The As- 
sociation’s report added: 


Price changes were mixed during the latest week with 7 price 
series in the index advancing and 7 declining. The prices for cotton, 
rye, good cattle, lambs, live poultry flour and potatoes advanced dur- 


ing the week and were just a little more than offset by declining quo- 
tations for choice cattle, calves, eggs and wool, with the net result that 
the farm products, food, and textile groups declined fractionally, but 
not enough to affect the general index. 


WEEKLY WHOLESALE COMMODITY PRICE INDEX 
Compiled by The.National Fertilizer Association 
1935-1939==100* 

Latest Preceding Month Year 

Week Week Ago Agr 

Jan.19, Jan.12, Dec. 22, Jan. 20, 
1946 1946 1945 lo4a 

142.5 143.1 144.2 143.6 
146.6 146.6 146.6 144.9 
163.1 163.1 163.1 161.8 
170.5 170.8 172.3 164.5 
232.9 232.6 233.1 206.4 
169.6 169.3 167.1 159.0 
161.7 162.3 165.5 159.6 
129.4 129.4 129.0 130.4 
133.5 133.5 133.5 133.4 
159.0 159.2 159.3 156.0 
110.2 110.2 110.2 106.4 
160.4 160.4 154.7 154.1 

127.0 127.0 127.5 125.4 
118.2 118.2 118.2 118.3 
119.8 119.9 119.9 119.9 

105.2 105.2 105.0 104.8 


142.1 142.1 
1946, 110.7; Jan. 


S 
o 








Miscellaneous commodities____-_~~ ‘ine 
ee ak 


ms 
HK OIPS9 


lout 


Building materials 
Chemicals and drugs 
Pertilizer materials 
Pertilizers_____ 
Parm machinery__._._..._.______ ‘ie 


We eto mp 








1418 139.9 
12, 1946, 110.7; 


100.0 All groups combined 


*Indexes on 1926-1928 base were: 
Man. 20, 1945, 109.0. 


Jan. 19, 





Steel Strike Called—Scheduled Operating 1 
Rate Lowest in History—Priorities Sought 


The greatest shutdown in the history of the steel industry be- 
came effective at 12:01 a.m. on Jan. 20 when between 750,000 and 
800,000 members of the United Steel Workers of America (CIO) 
went on strike. This was 24 hours in advance of the deadline set 
for 12:01 a.m. on Jan. 21. 

“Unless the Administration finds some new basis upon which 
negotiations in the steel labore 
controversy can be resumed, the;operation this week, as 
current ‘nationwide steel strike,|nounced by American Iron and | 
largest in the country’s history,|Steel Institute, is believed to 
will be long and bitter,” states|have dropped to the lowest rate 
“The Iron Age” in its issue of to-|in the 300-year history of iron 
day (Jan. 24), which further adds:|and steel in this country. The 
“Chances of such a move this | tonnage scheduled to be produced 
week on the part of the Admin-j|this week is the lowest in 53 
istration seem even less than | years, or since 1893. 
slim. , | Por the week beginning Jan. 21. 
Government advisors are tOY- | steel operations were scheduled 
ing with two principal methods of | a¢ only 4.9% of capacity, equiva- 
attack. The more immediate one | jent to 89,700 tons of ingots and 
is said to be a liberalized pricing castings. That rate represents a 
policy. “The Iron Age’ has been | decrease of 71.6 points or 93.6% 
told that the price situation is | from the week before when oper- 
open at both ends.’ By this it was | ations were scheduled at 76.5% of 
meant that neither the $2.50 per capacity, equivalent to 1,401,200 
ton increase on steel products On /tons. One month ago, the oper- 
which Price Administrator Ches- ating rate was 62.8% of capacity 
ter Bowles, once firmly stood, !and indicated tonnage was 1,150,- 
nor the $4 increase said to have|399 tons. One year ago, opera- 
later been approved by the Presi-| tions were at 91.2% of capacity, 
dent is any longer a_ limiting | equivalent to 1,670,300 tons. 
swear sy ® Reports have been cur- The tonnage scheduled to be 
pi ce gah pun Bieg - odio othe of produced this week according to 
Mr. Truman’s 18.5¢ hourly wage {the pnt va * mo 2 wendy od ‘Tha 
increase has been talked over. was made in any during the de 

a ; pression of the 1930’s and also 
The only other alternative for | was well below minimum record- 
the Administration, if it wishes to|eq output during the steel strike 
play a major part in stopping the |o¢ 1919. It was necessary to go 
Strike, would be seizure of the|pack 53 years to 1893, when the 
steel industry—a ‘move fraught | average weekly tonnage was 86,- 
with danger for the Government.|359 tons, to find output compar- 
Such an action would not neces- | apje with that scheduled for this 
sarily mean the strike.would be week 
settled or that the entire prob- “steel > aad Oaiealinaadl Fe 
lem would not be reopened again Fea: te My rhage x st Mee, 
adie antes Sane, ' markets, on Jan. 21 stated in part 
_ “The serious aspect of the cur-| a follows: “Growing tightness in 
oe ee which has caused steel supply is evidenced by a 
ag te ype ee heady, By rh noticeable increase in requests for 
: ead oa ..~ | priorities assistance, particularly 
corded statistics is that both sides ss sheets, including "ciuallieals 
now seem farther away from an electrical and enameling 
agreement than at any time since ie ; ' 
demands were made and rejected. i hd nM meal dian can poe 
; : r a 5 pre- 
en Fg a gay a Bh ea sent sufficient tonnage to inter- 
part of the solid fromé on ada fere with distribution schedules 
by the industry, would go any the amount is increasing despite 
higher than its 15 on best efforts of Washington and 
ie “hi iy iment oa, © sted offer, producers to keep it down. In 
ently propane, unless an addition to sheets, increasing dif- 
unusual steel price development fieulty is arising in other prod- 
comes out of Washington. In other Sale” enanaialt a oon saad 
rere the current controversy shapes a * a .. some saaseare 
ooks this week like a fight to the the feeling exists that the indus- 


Pai od ; try will have to give serious 
e steel union having once/thought to further expansion in 
postponed the steel strike andj production. Rolling facilities are 
having accepted President Tru- adequate, but there is need for 
a cngraanies offer after] diverting more steel to this prod- 
wets aoe’ — on its 19.5¢ an | uct. At present, shape deliveries 
ae aie 1s 1n no position at} fal] late in first half, with some 
e to give ground. It will] jmportant producers entirely out 

attempt to win its fight by keep- | of the market for that period. 
ace — — shut down and “At the same time a large accu 
optin ‘inci . 
the iabauey-—~en taeiel & cnkiee mulation of building construction 
opinion by radio and press is awaiting more stable conditions 
“AS te eecbabis thet | the before going ahead and will re- 
Sutere dab United Stat * oeeel quire not only heavy sections but 
Corp. or another eal es d «<.. | light shapes as well. Particularly 
may cancel its union Ganthask. in View St sign ag 1 Paicaogge Firs 
Such — contract. | proposed housing program, which 
niger etapa wane be followed may involve 400,000 to 500,000 
nas aay ompanies. Steel] units this year, probably will re- 
as have taken the position that | quire a substantial tonnage of 

the current strike is a violation of tandard structurals 

the no-strike pledge contained in ee eee : 

“Up to the present smaller con- 


present contracts which run out 
on Oct. 15. The union denies this | SUmMers have shared substantially 
in such priority assistance as has 


charge. , : ; 
“The cancellation of steel con- |&e" siven and with relatively 
tracts would not only increase the congo agua dont agye, peter ame 


rece gg ce Pane contro- and in no case has provided for 
phn points of ditkecatens “If ee ee ees, Eero 
settlement were to be mad n | age_in ggigee oy meaiaonbepers 
ag a ter € On| sheets is ascribed to especiollv 

present steel con- heavy demand and the fact that 
tracts, the industry fears that a . an ti in neither case has 
new strike issue would be raised P ya sa 4 ti a levels . 
upon its expiration in October. aie Bae i eal reich prod 

iv Ss s ro 








an- 


in 





The wiping out of these contracts ; 
would mean a battle on the part | ucts, where promises actually pre 
of the industry to ch being made, run well into th 
provision anh -o0 present ter part of the year and in 
. as maintenance of | case of some producers, espe?i~'!*7 

membership which were based on | of galvanized, schedules are «'- 
War Labor Board directives.” for the year. 

Because of the steel strike, the | ‘Strike in the electrical i~~ 
percentage of steel capacity in'try has resulted in no imr 





Int. | 


th | and 1944 (000 omi 


suspensions, as consumers, as in 
the case of the automotive strike, ; 
apparently are laying plans to 
take in steel in their own plants 
or in commercial warehouses for 
the time being. However, so 
tight is the situation in light flat- 
rolled products that some of the 
producers themselves will bring 
pressure on electrical equipment 
manufacturers for permission to 
divert shipments to others in a 
position to handle it. Some sheet 
sellers who are operating on a 
quarterly quota basis have not yet 
opened books for second quarter, 
because of the labor situation and 
its effects, one of which has been 
to delay issuance of directives 
against the program for allocating 
more than 900,000 tons of various 
steel products for export during 
first half, this to take precedence 
over unrated domestic and other 
export business. 

“In spite of threats to steel pro- 
duction, steel mills have continued 
to buy scrap wherever it is avail- 
able, believing, in view ofs the 
short supply, the tonnage will 
be needed when conditions right 
themselves and production is 
more stable. Scarcity persists in 
all grades, especially in heavy 
melting steel, borings and turn- 
ings and cast.” 


More Freight Gars 
On Order on Jan. | 


The Class I railroads on Jan. 1, 
1946, had 37,160 new freight cars 
on order, the Association of 
American Railroads announced on 
Jan. 21. This included 13,566 plain 
box, 3,653 automobile box, 4,391 
gondolas, 13,997 hoppers (which 
included 3,201 covered hoppers), 
735 refrigerator, and 100 miscel- 
laneous cars. New freight cars on 
order on Dec. 1, last, totaled 35,- 
908 and on Jan. 1, 1945, amounted 
to 36,597. 

The railroads also had 471 lo- 
comotives on order on Jan. 1, this 
year, which included 92 steam, six 
electric, and 373 Diesel locomo- 
tives. On Jan. 1, 1945, they had 
468 locomotives on order which 
included 66 steam, two electric 
and 400 Diesel. 

The Class I railroads put 38,987 
freight cars and 643 locomotives 
in service in 1945. This was a de- 
crease of 1,405 cars and a de- 
crease of 295 locomotives com- 
pared with the number installed 
in 1944. In 1943 the railroads put 
in service 28,708 new freight cars 
and 773 new locomotives. 


Of the new freight cars installed 
in the past calendar year, there 
were 18,977 plain box, 2,134 au- 
tomobile, 5,971 gondolas, 8,489 
hopper, 1,218 flat 1,860 refrig- 
erator, 239 stock cars, and 99 mis- 
cellaneous cars. 


The new locomotives installed 
in 1945 included 109 steam and 
534 Diesel, compared with 329 
steam, one electric and 608 Diesel 
in 1944. 





—— 


Dec. Freight Traffic Off 


The volume of freight traffic, 
handled by Class I railroads in 
December, 1945, mersured in ton- 
miles of revenue freight. amount- 
ed to 42,500,000 tor-miles, ac- 
cording to a preliminary estimate 
based on reports received from 
the railroads by the Association of 
American Railroads. The decrease 
under December, 1944, was 25.2%. 

Revenue ton-mile- of service 
performed by Class ~ r*ilroads in 
1945 was 8.2% unce- 1944, ac- 
cording to prelimir statistics, 
and 6.9% less thant % vers ago. 
However, comparec ~--t 1939. 
the 1945 total was % reater. 

The following t tmmar- 


izes revenue ton-: ‘or 1945 


Vv 


ee 


1945 
584,608,5°? 
50,000,000 
+42,500,00% 

12 mos. 677,000.0°° 
Revised estimate. tP> 


tg Dec. 
7 9q° 575 5 
"54,815 16.1 


"4 25.8 


t 10 mos._-_ 7 


>». of Noy. 
‘9. of Dec. 
4 O44 “8.2 
estimate. 


t 
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Revenue Freight Gar Loadings During Week 
Ended Jan. 12, 1946 Increased 120,100 Cars 


Loading of revenue freight for the week ended Jan. 12, LNG | ee aoe 5, 


totaled 772,558 cars the Association of American Railroads announced 
on Jan. 17. This was a decrease below the corresponding week of 
1945 of 10,502 cars, or 1.3%, and a decrease below the same Week in 
1944 of 6.973 cars or 0.9%. 

Loading of revenue freight for the week of Jan. 12,.imereased 
120,101 cars, or 18.4% above the preceding week which included New 
Year holiday. 

Miscellaneous freight loading totaled 358,456 cars, an increase of 
62,824 cars above the preceding week, but a decrease of*21,994 cars 
below the corresponding week in 1945. es 

Loading of merchandise less than carload lot freight totaled 
115,948 cars, an increase of 18,093 cars above the preceding week, and 
an increase of 15,709 cars above the corresponding week in 1945. 

Coal loading amounted to 170,032 cars, an increase of 23,849 cars 
above the preceding week, but a decrease of 3,818 cars below the 
corresponding week in 1945. . 

Grain and grain products loading totaled 54,453 cars, an in- 
crease of 10,541 cars above the preceding week and an increase of 
7.766 cars above the corresponding week in 1945. In the Western Dis- 
tricts alone, grain and grain products loading for the week of Jan. 12 
totaled 36,496 cars, an increase of 7,502 cars above the preceding week 
and &# increase of 4,465 cars above the corresponding week in 1945. 

Livestock loading amounted to 18,126 cars, a deerease of 2,678 
cars below the preceding week but an increase of 204 cars above 
the corresponding week in 1945. In the Western Districts alone load- 
ing of livestock for the week of Jan. 12 totaled 13,532 cars a de- 
crease of 1.803 cars below the preceding week, but an increase of 413 
cars above the corresponding week in 1945 . 

Forest products loading totaled 32,840 cars an increase of 6,750 
cars above the preceding week but a decrease of 6,114 cars below 


the corresponding week in 1945. 

Ore loading amounted to 9,720 cars, an increase of 587 cars above 
the preceding week but a decrease of 1,459 cars below the correspond- 
ing week in 1945. 

Coke loading amounted to 12,983 cars, an increase of 135 cars 
above the preceding week, but a decrease of 796 cars below the cor- 
responding: week in 1945. 

All districts reported decreases compared with the corresponding 
week in 1945 except the Eastern and Northwestern’but all reported 
increases compared with 1944, except the Allegheny, Pecahontas and 


“Gann # 


Southwestern. mine ot 
1946 1945" og RE 
Week of January 5 652,457 683,398 769.62 
Vieek of January 12 772,558 783,060 779,531 
Total 1,425,015 1,466,458 1,549,160 


The following table is a summary of the freight earloadings for 
the separate railroads and syst.ms for the week ended Jan. 12, 1946. 
During this period 63 roads reported gains over the week ended 
Jan. 13, 1945. 


REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS 
(NUMBER OF CARS) WEEK ENDED JAN. 12 











Total Loads 
Raltlreads Total ~ o> Receiyed from 
Revenue Freight Loaded “ ‘Congections 
Eastern District— 1946 1945 1944 1946 - 1945 
BRIO 5s scrtiierindwcidcticiqnayinialeee 372 298 257 1,505 ‘ia 
or 4 Aroostook -_ .-.-.. ..._.-.~s. 3.270 2,565 2,068 500 536 
et is wv gcitein g Bi ee note oo ket hin 7,601 6,314 6,490 14,042 13,286 
Chicago, Indianapolis & Louisville___- 1,108 1,210 1,346 1,924 . 2,139 
Giles TRGIAGG oc lees 20 29 26 - 54 44 
Gentrel Veruaimes 2... i case 1.180 983 987 2,315 1,652 
Delaware & Hudson __--__~-- ageinnnanegs 4,369 4,434 5,482 ‘ 11,345 12,552 
Delaware, Lackawanna & Western___- 7,599 7,465 7,340 ~~" “B25 10,172 
Detroit & Mackinac__--.......--.—.. 235 182 167 179 . 89 
Detroit, Toledo & Ironton___..----- 2,265 1,601 2,278 8 937 , 1.619 
Detroit & Toledo Shore Line_____----~- 313 357 239 3,353 3,257 
ng SIRE SP aoe ee re > 7 Se 11,796 11,336 11,725 14,983 16,337 
Grand Trunk Western cate Aa ee 3.140 3,726 3,697 7,948 8,497 
Lehigh & Hudson River___.___------- 147 167 191 2,406 2,929 
Lehigh & New England a Rr 2,030 1,700 1,787 1,546 1,064 
Bae Valery... 2 beso 3,395 7,274 8,264 7,600 11,374 
2 ESS eee ER mee 3,031 2,257 2,246 5,163 4,146 
SO OIE... es nm s neni ahipe 6,083 5,558 6,322 241 289 
Montour oS PE ae ee 2,574 2,435 2,669 23 15 
New York Central Lines___-_.._----_-~-~. 45,114 43,928 46,438 49,009 49,381 
Te i. ee. Oe ee. om ntange—— 11,288 9,497 9,801 14,632 16,651 
New York. Ontario & Western____--~- 724 803 1,098 1,902 2,487 
New York. Chicago & St. Louis___--~~_~. 5,906 6.015 6,446 13,080 14, 781 
N. ¥., Susquehanna & Western___~_-~_ 471 385 515 2,046 a 078 
Pittsburgh & Lake Erie__..__..--_--- 7,360 7,305 7,643 7 659 7 028 
Pere Marquette____-----_-_-..----. a 4,973 4,800 4,429 6,794 7,430 
Pittsburgh & Shawmut___--__------- 796 726 945 _8 1° 
Pittsburg. Shawmut & North___------ 257 2°2 345 253 i 228 
Pittsburgh & West Virginia____--~_---. 869 907 1,056 1,994 2,880 
I cia atetigna inten wapendoaananeyeanaligioad 387 350 352 1,311 664 
On EN BER? Ol ae ree See gE 5,944 6,175 6,197 11,291 12,238 
Wheeling & Lake Erie___-------_---~-- 4.685 5,286 4,518 3,677 4,675 
, | ES Sieay eee 155,302 146.377 153,424 198,935 211,987 
Pocahontas District — 
ake SS aes —_ 27.805 28.556 29,246 10,436 11,252 
Pane gat ora genet opereting manincnenitanlp 21,491 21,607 22,769 6 524 9,609 
Virginian_.---------- = 5,254 4,810 4,770 1,480 2,156 
aT a eee 54,550 54,973 56,785 18,440 23,017 
eny District— a 
ee & Youngstown__--~_-- 622 790 719 1,209 1,353 
Baltimore & Ohio__--------------~-- 40,572 39,722 42,031 23,750 26,803 
Bessemer & Lake Erie__-------~~-~-----. 2,178 2,190 2,915 1,168 1,410 
Cambria & Ind‘ana_.------~-----~-- 1,556 1,604 1,869 or s 4 
Central R. R. of New “-rsey___------- 5,905 6,090 6,822 1 7,241 18,704 
Cornwa!l!_____-_------ --------------- 423 367 564 52 48 
Cumberland & Pennsylvania_____---- 213 171 239 16 r 
Ligonier Valley_-----------------—- ~ 28 o1 14% _ 6 aa 
Leng Island___------------------—-- 1,590 1,566 1,257 4,308 3,822 
Penn-Reading Seashore Lines___--~_-_. 1,798 _1.780 1.570 1.899 so 
Pennsylvania System_--------------- 4,327 75,465 75,728 57,089 63,753 
Reading Co OL LS SO 14, 738 14,292 14, 194 25, 793 24,436 
Union (Pittsburgh )__--------------—- 17.811 18.682 20,497 3,177 3,232 
Western Maryland__---------------- 4,180 3,925 4,201 11,801 13,420 
DP ca accsinsie 165,941 166,735 172,749 147,514 | 163,135 


Railroads 


Southern District— 

Alabama, Tennessee & Northern 
Atl. & W. P.—W. R. R. of Ala... 
Atlanta, Birmingham & Coast____« 


Central of Georgia___......._.._ 
Charleston & Western Carolina 
Clinchfield 


Mississippi Central_._......... = 
Nashville, Chattanooga & St. L. 
Norfolk Southern 


on 
a ee oe 








Tennessee Central... a 
Winston-Salem Southbound__________ 


Total 





Northwestern District— 


Revenue 


1946 
373 
752 

+ 
15,007 

3,989 
362 

1,512 
262 
125 

*3,021 
47 

1,075 
401 

4,235 

25,423 
21,948 
309 
247 
2,690 
1,173 
418 
363 
11,654 
23,146 
531 


125 


119,188 125,102 


Total 
Freight Loaded 


1945 
447 
797 

+ 


14,744 


3,730 
20 
1,744 
324 
108 
3,173 
39 
1,072 
434 
4,396 


26,916 
26,199 


179 
317 
3,135 
1,000 
450 
420 
10,538 


23,642 


743 
135 


Total Loads 
Received from | 


1944 1946 
242 180 
693 1,838 
647 t 

12,569 9,679 

3,516 4,459 
341 1,380 

1,590 2,847 
248 280 

98 596 
3,084 *1,227 
42 131 
964 2,521 
333 816 
3,513 3,751 
28,754 14,663 
24,918 9,826 
137 1,013 
165 471 

3,012 3,914 
779 1,484 
368 1,342 
369 9,920 

10,026 7,782 
21,351 21,748 
670 803 
129 778 


Connections | 


1945 
423 
2,579 
7 


13,246 


5,233 
1,812 
3,542 
305 
807 
1,470 
123 
2,621 
760 
3,834 


17,637 
12,568 


818 
466 
4,504 
1,714 
1,276 


10,815 


8,597 


26,133 


725 
1,176 


118,558 103,449 123,184 


Duluth, Missabe & Iron Range 
Duluth, South Shore & Atlantic a 
Elgin, Joilet & Eastern 


Lake Superior & Ishpeming 
Minnéapolis & St. Louis 


(mee ee ee 


Total 





Central Western District— 


Atch., Top. & Santa Fe System_____ ane 
iia ntead nscale eet ticentan tien taities evarabiey aie 
Bingham & Garfield__._.___________ 
Chicago, Burlington & Quincy 
Chicago & Illinois Midland__.________ 
Chicago, Rock Island & Pacific_______ 
Chicago & Eastern Ilinois__._.______ 
Colorado & Southern 


Fort Worth & Denver City 
ETRE SER TIE 
Missouri-Dlinois____......._..._____ 
Nevada Northern____._..____._____ 
North Western Pacific__.......______ 
Peoria & Pekin Union___...._._____~. 
Southern Pacific (Pacific)._..______ ae 
Toledo, Peoria & Western____.________ 
Union Pacific System 
Utah 








Western Pacific__ 





Total 





Seuthwestern District— 


Burlington-Rock Island__........___ . 
gE SS EE aes Pe alte 
(nternational-Great Northern________ 
th. O. & G., M. V. & O. C.-A.-A. ; 

Kansas City Southern______________ i 
Louisiana & Arkansas____......____ am 
Litchfield & Madisen._......._______ 
Missouri & Arkansas__......._.__ 


Total on 





“Previous week's figure. 








paperboard industry. 


tIncluded in Atlantic 
lend Valley Ry. and Kansas, Oklahoma & Gulf Ry. only in 1944 and also Oklahoma 
City-Ada-Atoka Ry. in 1945 and 1946. 

NOTE—Previous year’s figures revised. 


16,396 15,027 
3,008 2,585 
22,279 21,572 
4,070 3,570 
1,140 1,103 
719 651 
9,316 8,787 
447 352 
12,165 11,677 
528 546 
289 243 
2,415 2,018 
5,953 4,644 
10,284 10,461 
121 244 
1,899 2,409 
91,029 85,889 
24,560 24,532 
3,353 3,266 
243 424 
21,107 19,797 
3,333 3,048 
13,910 12,501 
2,918 2,659 
602 758 
3,389 4,203 
980 838 
923 838 
2,276 2,258 
777 883 
1,314 1,422 
584 7174 
4 4 
26,933 31,005 
0 306 
$7,610 ~~ 16,599 
810 581 
2,058 2,077 
127,684 130,773 
371 342 
5,221 6,451 
2,021 2,760 
1,214 1,351 
2,424 4,553 
2,172 3,330 
353 307 
134 129 
5,162 6,330 
16,155 17,948 
107 63 
8,554 9,347 
2,310 3,561 
8,682 11,846 
3,821 4,766 
17 94 
86 33 
58,864 73,211 


Coast Line RR. 


15,506 12,907 13,351 
2,776 2,768 3,558 
21,763 9,995 11,032 
4,300 3,844 3,604 
1,356 267 193 
832 516 503 
8,893 9,778 12,528 
388 166 99 
12,388 4,038 5,090 
533 949 793 
281 70 77 
2,407 2,205 2,648 
5,799 3,488 2,719 
10,764 4,604 5,508 
98 385 500 
2.286 2,122 3,513 
90,370 58,102 65,716 
21,849 9,258 13,080 
3,295 3,108 3,925 
457 67 82 
20,537 10,399 11,530 
2,935 790 940 
11,544 11,214 13,629 
2,652 3,064 5,061 
174 1,805 2,046 
3,814 3,835 5,760 
923 49 16 
713 1,231 1,206 
2,106 1,505 1,989 
970 486 527 
1,707 138 118 
712 599 791 
45 0 0 
28,534 9,074 14,035 
474 0 2,044 
17,443 11,200 15,440 
690 35 3 
1,919 2,879 4,034 
124,093 70,706 96,256 
226 463 610 
5,580 2,485 2,553 
1,273 3,542 3,926 
964 1,449 1,608 
4,660 3,014 2,637 
2.872 2,246 2,512 
330 1,138 1,183 
153 306 517 
4,831 3,710 5,604 
15,885 13,462 18,049 
81 102 369 
7,791 6,652 8,366 
2,680 4,641 6.740 
11,767 5,196 5,395 
4,349 5,632 8,203 
92 44 42 
18 14 30 
63,552 54,096 68,344 


Weekly Statistics of Paperboard Industry 


We give herewith latest figures received by us from the National 
Paperboard Association, Chicago, Ill., in relation to activity in the 


tIncludes Mid- 


The members of this Association represent 83% of the total 
industry, and its program includes a statement each week from each 
member of the orders and preduction, and also a figure which indi- 
cates the activity of the mill based on the time operated. These 


not 





figures are advanced to e 


industry. 
Orders 
Period Received 

1945— Week Ended Tons 
I ee ee OR 193,674 
Ey | aE PaO re ee 135,756 
Re ae 134,324 
SRE 140,583 
I Mlb carpe ok ot a 201,060 
Noy. 10___ htaidebiiiaeacine 162,023 
Ny CE, I ae 123,281 
a SS. ae Ee 123,781 
| RS SOS é 172,297 
ig ane se 173,537 
i | Seas é ii 150,330 
ee. Sa. 122,229 
SO» Sl ad ane , 97,323 
1946—Week Ended 

Jan 5 176,346 
Jan. 12 143,366 


Unfilled Orders 


qual 100%, so that they represent the total 


STATISTICAL REPORTS—ORDERS, PRODUCTION, MILL ACTIVITY 


Production Remaining Percent of Activity 

Tons Tons Current Cumulative 
154,147 533,087 95 93 
160,031 506,935 97 94 
155,723 489,971 96 94 
156,551 468,549 98 94 
156,223 511,022 97 94 
157,617 509,984 97 94 
154,122 479,228 95 94 
147,083 454,926 91 94 
152,571 472,568 96 94 
154,235 490,123 97 94 
157,792 487,481 98 94 
148,591 451,654 92 94 
78,862 4€2,446 52 93 
111,967 526,891 75 75 
144,482 523,672 94 85 


Notes—Unfilled orders of the prior week, plus orders received, less production, do 
necessarily equal the unfilled orders at the close 


Compensation for delinquent 


teports, orders made for or filled from stock, and other items made necessary adjust- 
ments of unfilled orders 


Results of Treasury 
Bill Offering 


The Secretary of Treasury an- 
nounced on Jan 21 that the tend- 
ers for $1,300,000,000 or there- 
about of 9l-day Treasury bills 
to be dated Jan. 24 and to mature 
April 25, which were offered on 
Jan. 18, were opened at the Fed- 
eral Reserve Banks on Jan. 21. 
Total applied for, $2,016,155,000. 
Total accepted, $1,316,791,000 
(includes $59,905,000 entered on a 
fixed price basis at 99.905 and 
accepted in full). 

Average price, 99.905; equiva- 
lent rate of discount approxi- 
mately 0.375% per annum. 

Range of accepted competitive 
bids: 

High, 99.907, equivalent rate of 
discount approximately 0.368% 
per annum. 

Low, 99.505; equivalent rate of 
discount approximately 0.376% 
per annum. 

(61% of the amount bid for at 
the low price was accepted.) 
There was a maturity of a sim- 
ilar issue of bills on Jan. 24 in 
the amount of $1,310,034,000. 


Poland Seeks U. S. Loan; 
Am. Ambassador 


It has been disclosed that Poland 

has applied for about $500,000,000 

from the Export-Import Bank to 

finanee trade and reconstruction 

projects. However, bank officials 

stated on Jan. 10, according to As- 

sociated Press Washington ad- 

vices, that the matter was not in 

“an active stage of consideration,” 

and was at present simply one of 

seven pending requests. Mean- 

while, on Jan. 8, an Associated 

Press. Warsaw dispatch reported 

that United States Ambassa- 

dor Arthur Bliss Lane had advised ° 
the Polish Provisional Govern- 
ment that he would oppose grant- 
ing of any United States funds to 
Poiand “as long as present ¢on- 
ditions prevail.” The Ambassador 
Was. pretesting against recent 
Government measures, ineinsin: 
a decree nationalizing all im. 
industries employing more than 

50 persons per shift. 

Reference to this was made in 
our Jan. 10 issue, page 181... Re- 
garding the loan sought by Poland, 
the Associated Press Warsaw dis- 
patch Jan, 8 said: 

‘Mr, Lane told the Foreign Min- 
istry that he considered that the 
1931 commercial treaty between 
Poland and the United States had - 
been violated. He said that this 
treaty permitted free entry and 
development of commercial enter- 
prises within Poland by American 
business men. 

‘Hilary Mince, Poland’s Minister 
of Indusiry. presented the nation- 
alization decree which the Na- 
tional Council of the Homeland 
(Parliament) promptly ratified 
Jan. 4. Minister Mine declared 
the Government was determined 
that foreign capital would not 
control any business enterprise in 
Poland.” 


Lumber. Mavement—We eek 
Ended January 12, 1946 


According to the National Lum- 
ber Manufacturers Association, 
lumber shipments of 425 mills re- 
porting to the National Lumber 
Trade Barometer were 10.9% 
above production for the week 
ending Jan. 12, 1946. In the same 
week new orders of these mills 
were 27.1% above production. Un- 
filled order files of the reportingugy 
mills amounted to 82% of stocks. 
For teporting softwood mills, un- 
filled orders are equivalent to 32 
days’ production at the current 
rate, and gross stocks are equiva- 
lent to 37 days’ production. 

For the year-to-date, shipments 
of reporting identical mills ex- 
ceeded production by 10.1%; or- 
ders by 27.4%. 

Compared to the average cor- 
responding week of 1935-1939, 
production of reporting mills was 
3.2% above: shipments were 4.7% 


-~ (0 





Hx ‘s —E 








above: orders were 0.3% above. 
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Promotions in Official 


Federal Reserve Bank of Cleveland)... stanacer 


The promotion of five bank officers and the a ; 
ew officers and a chief examiner of the Federal Reserve Bank of | Manager, 
“leveland was announced on Jan. 11 by President Ray M. Gidney of branch, 


-he Reserve Bank. 


Staff of 


ppointment of four 


tems About Banks, Trust Companies 


Hough-Crawford 
| branch; M. H. Nelson, Assistant 

Euclid - Windermere 
and Stephen Mullian, 
transferred as Assistant Manager, 


This action ,approved by the board of directors effective Jan. 10, Euclid-Ivanhoe branch. 


s attributable in part to the growth during the last four years in 


Walter L. Findeisen Wilbur 


L. Merle Hostetler Joseph 


nearly every phase of the Reserve Bank’s operations, President Gid- | 
ney said. Officers promoted were: Wilbur D. Fulton, Vice-Presi- 
Mr. Fulton had been Assistant Vice-President in charge of 


tent. 
che Bank Examination Depart- 
ment, and chief examiner; Martin 
Morrison, Vice President. Mr. 
Morrison had been Assistant Vice 
President in charge of the Fiscal 
Agency Department; Walter L. 
Findeisen, Assistant Vice Presi- 
dent. Mr. Findeisen had been As- 
sistant Cashier in charge of the 
fiscal Accounting and Foreign 
*unds Control Departments; Paul 
€. Stetzelberger, Assistant Vice 
President. Mr. Stetzelberger had 
been Assistant Cashier in charge 
of the Personnel Department; 
Wilbur T. Blair Jr., Secretary. Mr. 
Blair had been Assistant Secre- 
cary. 

The new officers are: 

James R. Lowe, Assistant Cash- 
er, formerly manager of the Cur- 


eee Coin Degartment; Jo- | that the Business Advisory Coun- | 


seph M. Miller, Assistant Cashier, 
“‘ormerly manager of the Check 
Collection Department; George R. 
oss, Assistant Cashier, formerly 
manager of the Accounting De- 
oartment; L. Merle Hostetler, 
Manager, Research Department, 
Sormerly financial economist of 
the -bank. 

Promoted to 
vas Hugh M. Boyd, formerly an 
examiner in the Bank Examina- 
tion Department. 


An indication of the growth of 
the Federal Reserve Bank of 
Cleveland during the last four 
years is contained in the an- 
youncement that resources of the 
tgank have been increased by 66%, 
from $2,036,000,000 to $3,385,000,- 

~ 900. Also during this period from 
en 1941, to December, 
5 a ” 


The number of member banks 
cose from 673 to 721, including 
232 state banks — nearly double 
the number of state member 
9anks four years ago; the volume 
of fiscal agency work handled for 
the Federal Government has in- 


creased more than ten-fold: em- | 


vloyes have approximately doub- 
ed in number; the amount of 
Federal Reserve notes in circula- 
tion in the Fourth [Cleveland] 


D. Fulton 


James R. Lowe 


M. Miller George R. Ross 





*- 
| Federal Reserve District rose from 
'$778,000,000 to $2,112,000,000; the 
| average number of checks cleared 
| daily by the bank and its branches 


'at Cincinnati and Pittsburgh in- | 
creased from 541,000 to 719,000; | 


| services in the interest of the fi- 
|nancial, industrial and agricul- 

tural advancement of the Fourth 
| District have been expanded by 
| the bank’s Research Department 
, during recent years and further 


| development in this field is ste SE. C. Burkhasd, tormeriy Atie-| 


| templated. 
Humphrey to 
/Commerce Post 

| Henry A. Wallace, Secretary of 
' Commerce, announced on Jan. 17 


icil for the Department of Com- 
|merce has elected G. M. Hum- 
| phrey, 
Hanna Company, Cleveland, Ohio, 
Chairman for 1946. 

| The Commerce Department’s 
' announcement continued: 


| Vice chairmen elected 


|The Yale’ and Towne Mfg. Co., 
|New York; Marion B. Folsom, 
| Treasurer, Eastman Kodak Co., 


| Rochester, N. Y.; John L. Collyer, | 


| President, The B. F. Goodrich Co., 
| Akron, Ohio; and Harrison Jones, 


| Chairman of the Board, The Coca- 
| Cola Company,*Atlanta, Ga. Mr. 


| Humphrey who succeeds Thomas | 


| 


|B. McCabe as Chairman of the 


i 


| Council practiced law in Saginaw 
from 1911 until 1918, becoming 


|General Attorney for the M. A.| 


| Hanna Company in 1918 and Pres- 
| ident in 1929. Mr. Humphrey is a 
| director of subsidiary and affili- 
| ated companies of the M. A. Hanna 
| Company, Chairman of the Exe- 
| cutive Committee of the National 
| Steel Corp., Vice President Sus- 
quehanna Collieries Co., member 
of the Executive Committee of the 
National City Bank of Cleveland 
_ and of the Industrial Rayon Cor- 
poration, and Director of the 
Phelps Dodge Corporation. 


The Farmers and Merchants 
| Bank of Williamsburg, Hamilton 
| County, Ohio, has become a mem- 


ber of the Federal Reserve Sys-| 


| tem, it is announced by President 
Ray M. Gidney of 
Reserve Bank of Cleveland. 
Reserve Bank advices also state: 

“The Farmers and Merchants 
Bank was organized in 1944. I 


| was formed from a Consolidation | 


of the Farmers and Merchants 
| Bank of Williamsburg, Ohio, and 
The Peoples Bank of Williams- 
burg, both of which had been in 
operation for many years. Offi- 
cers of the bank are J. B. Cover, 
President; Joseph A. Dyer, Vice- 


Margaret Chatterton, Assistant 
Cashier, and P. Elton Elrod, Sec- 
retary. Directors are J. B. Cover, 
E. L. Dugan, J. A. Dyer, P. Elton 
Elrod, J. W. Foster, J. C. Fuhr, 





C. L. Jones, Ecton Myers, A. Ruff- 


| ner, Otis Walker and N. J. White. 


| . The board of directors of the 


Olid National Bank in Evansville, 
Evansville, Ind., announce the 
election of Holly Stover, President 
of the Chicago & Eastern Illinois 
Railroad, as director of the bank. 

Paul S. Russell was elected 
President of the Harris Trust and 
Savings Bank of Chica?o on Jan. 9, 
to succeed Frank R. Elliott, who 
announced his retirement after 46 
years with the bank and its prede- 





President of the M. A.| 


were: | 
chief examiner | Gibson Carey, Jr., President, of | 1ers. 


| the Chicago “Journal of Com- 


| merce,” which continued: 


Nair 
utive 
Chairman 
Committe and 
| was 
ident. 
A number of other promotions 
were announced following the 
| bank’s directors’ meeting on Jan. 9. 
Four new V ic e-Presidents 


from Exec- 
to Vice- 
Executive 


was advanced 
Vice-President 
of the 


V. Zwiener, 
Assistant Vice-Presi- 


land Kenneth 
formerly 


| dents, and E. J. Altgelt, Jr., New | 
York representative of the bank, | 
formerly an Assistant Vice-Pres- | 
j | securities will mature in less than 


ident. 


| tant Vice-President, was elected 
Cashier. Paul C. Martin, 
merly Assistant Cashier, and Wil- 
liam O. Heath, Assistant Secre- 
tary, both on leave until recently 
in the armed services, were made 
| Assistant Vice-Presidents. 

A. Newell Rumpf, formerly As- 
| sistant Cashier, and Paul N. 
| Mitchell and Wendell C. Griffith, 
formerly Assistant . Secretaries, 
| were made Assistant Vice-Pres- 
idents. 

Henry F. Weiler, E. L. Miestand, 
Thomas G. Cobb and Bruce Ma- 
teer were elected Assistant Cash- 
Henry M. Tibbits, returned 
|from service with the armed 
| forces, was re-elected Assistant 
| Secretary. 

In addition, Henry L. Parker, 
Philip O. Gentry and W. D. Brad- 
dock were elected Assistant Sec- 
|retaries. Fred M. Gillesnie was 
made Sales Manager and William 
J. Dumper Assistant Manager. 
Edward Moritz was made Assis- 
tant Auditor. 


At the annual meetine of the 
stockholders of The Northern 
Trust Co. of Chicago held today, 


ident, was elected director to fill 
the vacancy caused by the death, 
on April 2, 1945, of his uncle, 
Walter Byron Smith. All other 
directors were re-elected. 
newly elected director is a son 
of Solomon A. Smith, President, 
and a grandson of Byron L. Smith, 
founded of the bank. Mr. Smith 
returned to the bank last fall fol- 





the Federal | 
The | 


| Capitalization 


President; Ora Stockton, Cashier; | 


| sisted 


cessor, N. W. Harris & Co., said | mand deposits decreased $94,712,- 


At the same time, Frank Mc- | $14,2€3,€90 
| year-end. 
| including 
| $251,577 

Mark A. Brown) 
made Executive Vice-Pres- | 


elected were George Slight. for- | 
|merly Cashier; Hardin H. Hawes | 
both 


for- | 


(Continued from page 443) 


lowing a leave of absence of four 
years in Government service. 


The Belmont Nationai Bank of | 
Chicago will open about March 15 | 
in quarters on the corner of Bel-| 
mont Avenue and Clark Street, it! 


has been announced, according to 
the Chicago “Journal of Com- 
merce” of Jan. 7, from 
we also quote: 

Warren H. Orr, former Asso- 
ciate and Chief Justice of the Lli- 
nois Supreme Court, heads the 
organizing group of the new bank. 
consists of 4,000 
!eommon shares of $50 par value 
|which will sell for $75 a share. 
| The additional $25 will be divided 
| equally between surplus and un- 
| divided profits. 

Net earnings of Manufac- 
turers National Bank of Detroit 
amounted to $27.28 a share in 1945 
as compared with $24.73 a share 
in 1944. Total net earnings were 
$1,637.276 in 
in 1944. The figures were an- 
nounced Jan. 8 by Charles A. 
Kanter, President of the bank, at 
the annual meeting of stockhold- 
ers. The report for the year 1945 
showed total income of $6.762,611. 
Of this income, $5,796,586 came 
from loans and _ securities and 
$966,025 from other sources... Total 
expenses of Manufacturers Na- 
tional Bank were $5,125,336. Al- 
most half of these expenses con- 
of $696,996, representing 


interest on time deposits and 


| $1,850,334 paid and reserved for 
| taxes and Federal Deposit Insur- 
| ance. 


The bank ended the year with 
total deposits of $442,818,348. De- 
315 and time deposits increased 

from the _ previous 
Loans and discounts, 
mortgage loans, were 
more on Dec. 31, 1945. 
than at the end of 1944. The bank 
reduced its investments by $48,- 
479,507. 


The year-end 


securities being valued at cost 
price, less amortization. Present 
market values are higher. The 
investment account contained 
Government bonds, notes and cer- 
tificates of indebtedness carried 
at $315,290,626. The average ma- 
turity of the portfolio is approxi- 
mately four years. 46% of all 


one year, 9% in from one to five 
years and 45% in more than five 
years. The bank’s invested capital 
accounts increased $1,277,276 in 


31. Stockholders approved a pro- 
posal to increase the commo 
stock of the bank from $3,000,000 
to $4 000 090 by issuance of a stock 
dividend of $1,000,000. The divi- 
dend would be effected by trans- 
fer of $1.000,000 from undivided 
profits. If the Comptroller of the 
Currency approves the plan, 20,- 
000 new shares of stock will be 
divided among stockholders at the 
ratio of one new share to three 
present shares. Stockholders re- 
elected all members of the board 
of directors. The board then met, 
re-elected all officers and elected 
William C. Maynard, of the High- 
land Park ‘office, an Assistant 
Cashier. 


Wiley R. Reynolds, President of 
the First National Bank in Palm 


which | 


1945 and $1,483,730 | 


ital, making it $200,000 and $100,- 
000 to the surplus account, making 
it $252,500 for total in capital 
funds, including reserves of over 
| $500,000. Each stockholder will 
| have the privilege of buying one 
new share for each share of old 
| stock. It was also said that the 
bank will construct a new build- 
ing on land already purchased 
just as soon as heavy construction 
again becomes possible. Deposits 
in the four Reynolds’ banks on the 
| lower East Coast total over $114,- 
, 000,000 as follows: $52,000,000 in 
| the First National Bank in Palm 
| Beach, $10,000,000 in the First Na- 
| tional Bank in Lake Worth, $40,- 
| 000,000 in the American National 
| Bank in Miami and $12,000.00 in 
_ the First National Bank in Ft. 
| Lauderdale. W. W. McEachern 
| will remain as President of the 
| bank as well as all other officers, 
|employes and directors, Mr. Rey- 
nolds said. Mr. McEachern 
| State Chairman of the Florida 
| War Finance Committee and past 
| President of the Florida Bankers’ 
Association. - 


is 


The board of directors of The 
Republic National Bank of Dallas, 
Tex., announced on Jan. 10 the 
election of Col. James W. Aston, 
formerly City Manager of Dallas, 
to the office of Vice-President. 

Total resources of Barclays 
Bank Limited as of Dec. 31, 1945, 
are reported at £1,049,737,849, 
representing an all-time high in 
the history of the institution and 
the first time that it has exceeded 
one billion pounds, according to 
cable advices received by the New 
York representative of the bank 
at 120 Broadway, New York City. 
Deposits have also reached a rec- 
ord figure, namely, £ 1,007,951,- 
468, representing an increase of 
90,000,000 pounds compared with 
a year ago. Investments are 
shown at £229,440.878, of which 
£ 215,615,783 are securities of :or 
guaranteed by the British Gov- 
ernment. Advances to customers 
have increased by approximately 
10,000,000 pounds and are re- 





investment ac-| 
|count stood at $317,085,085, with | 


1945 and were $13,076,060 on Dec. | 


ported at £168,523,812. It is re- 
ported that a noticeable change is 
that in bills discounted, which 
have increased from £30,665,202 
to £95,508,899 indicating  in- 
creased use by British commerce 
and industries of the bank’s facil- 
ities. Other asset figures are given 
as:— 

Cash in hand with the Bank of 
England, £111,690,130; balances 
with other banks and checks in 
course of collection, £37,528,120: 
money at call and short notice, 
£ 41,954,200. 

Barclays Bank Limited, one of 
“The Big Five” English Banks, re- 
cently declared dividends-at the 
rates of 10% on the “A” stock and 
14% on the “B” and “C” stock, 
which rates are identical with 
those paid for many years past. 





Bank Executives to 
Assist Red Gross Drive 


Five executives of New York 
'banks are among the nearly two 
| Score businessmen whose serv- 
ices have been loaned by their 
|firms to the Manhattan Com- 
|merce and Industry Committee of 
|the Red Cross 1946 Fund. They 
| will assist in administrative work 
during this year’s campaign and 
| all the men are devoting their full 
time 
| which 


| 


to their 
will 


present duties, 
continue until the 


| . . 
Beach, Fla.. purchased controlling| close of the drive, March 30. 
interest in the First National Bank | Richard G. Macgill of the Bank- 
in Ft. Lauderdale with deposits of | ers Trust Company, New York is 





'on Jan. 19. 


Edward Byron Smith, Vice-Pres- | 
| Reynolds, Bert C. Teed, Wiley R. | Cross 


The | 
| man of the board at the directors’ | West, branch manager, Public Na- 





over $12,000,000, it was announced serving as assistant to James 
Four new directors | Bruce, Vice-President, of the Na- 
were added to the board at the|tional Dairy Products Corpora- 
stockholders’ meeting; Wiley R.|tion and Chairman of the Red 
Commerce and Industrv 
Reynolds, Jr., of Palm Beach, and| Committee. Others are James V. 
Arthur H. Ogle, a long-time resi- | Bohen, City Bank Farmers’ Trust 
dent of Ft. Lauderdale. Mr. Rey- Company; Ludevit Cerven, Guar- 
nolds, after being elected Chair-|anty Trust Company: Gerald 


meeting, announced an increase in | tional Bank and Trust Company, 
the capital by the sale of 10,000|;and A. Raymond Kutz, of the 
additional shares at $20 per share.' New Business Department Manu- 
This will add $100,000 to the cap- facturers Trust Company. 





